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The annual bill to industry for loss by rust is $6,000,000,000. 
You contribute a share to this waste if you fail to protect all 
rustable metal in your buildings, power lines, structures, etc, 
Rust-Oleum Rust Preventives will help you to achieve greate 
net profits by a sharp reduction in the cost of maintenance ol 
exterior and interior metal surfaces which rust. 


You profit by using Rust-Oleum. It saves labor four ways~ 
1. Less preparation is required. 2. Can be applied 25% faster. 
3. Covers 40% more area per gallon. 4. Depending on condi- 
tions under which it is used, Rust-Oleum outlasts ordinay 
materials two to ten times. 


All these savings contribute to increased profits. Rust-Oleum 
adds extra years of life to buildings and equipment. 


Distributors in Principal Cities 


This catalog gives facts on how RU ST-O LEUM CORPORATION 


to stop rust. We'll gladly send 2457 Oakt St QE ton, IHineis 


a copy to all utility officials. 
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Sizes 4," up. 


Attractive folders on this 
Regulator will be fur- 
wished free, at your re- 


‘Bquest, for distribution. 


Write for catalog and price 
list om Barber Burner 
Units for Gas Appliances, 
Conversion Burners for 
Furnaces and Boilers, and 
Regulators, 


THE BARBER GAS 


BURNER CO., 3704 Superior Avenue, 


INSIDE a 


REGULATOR 


That 
Counts! 


A gas pressure regulator, like 
many other precision devices, 
may look just swell on the outside. But since no human 
being has an electronic eye, you can’t see what’s inside, and 
that’s the whole answer to performance and dependability. 
Of course, Barber Regulators are styled in keeping with 
the stream-lined appearance of modern appliances. But 
this “under cover” phote of a cut-away Barber Regulator 
shows something of the careful engineering behind the 
design of this product. As for materials, Barber uses 
brass or bronze wherever possible, with very substantial 
bodies, accurately machined working parts, springs of phos- 
phor bronze, and diaphragms of finest sheepskin, properly 
processed for domestic delivery gas pressures (for low- 
pressure on L-P gas, diaphragms are specially made of 
Vulcan Proofing). 

Barber Regulators are designed throughout to meet the 
most exacting demands for safety, economy and efficiency. 
You can use and recommend them, with full confidence, 
for appliances you sell or sponsor. 


Cleveland 14, _ Ohio 


BARBER ».°2in. REGULATORS 


Barber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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NORWALK Products are Stocked 
at 12 Factory Branches 


@ San Francisco © Pittsburgh 
@ Los Angeles © Washington 
@ Minneapolis q Philadelphia 
e Chicago New York 
© Detroit Albany 

@ Cleveland Boston 


Service Shops in Other Cities % Factory at South Norwalk 





HEN you need some quality control equipment in a hurry, call 

on your nearest Norwalk Valve branch. There’s a good chance 
that what you want is in stock. These convenient stocks of Norwalk 
products at 12 branches keep your installation crews working with- 
out interruption. 


Quality, workmanship and sound engineering are other good reasons 
why Norwalk leads in gas control equipment. You'll find qualified 
gas men at all 12 branches. 


If your problem has to do with the proper control and regulation 
of gas, let Norwalk give you the benefit of its years of service to the 
Gas industry. We've been at it since 1878. 











NORWALK VALVE COMPANY 


South Norwalk, Conn. 


SOLE MANUFACTURERS 
NORWALK CONNELLY 


VALVES © REGULATORS © GOVERNORS GOVERNORS @ VALVES @ REGULAT( 


GAUGES e N.5 NSPIRAT GAUGES © MERCURY LOADERS 
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AMPLING public opinion seems to have 
become almost a routine part of our 


American pattern of living. It has become’ 


so accepted that even radio gag men and 
practical jokers are playing with the 
technique. A humor columnist recently 
reported that out of a certain number of 
people interviewed on the famous Cal- 
vin Coolidge remark about “sin,” more 
people were “against it” than in favor of 
it; but that an astonishingly large per- 
centage registered “no opinion.” 


Sucu popular badinage is a sure-fire 
indication that the public opinion poll 
is not only here to stay but is proving 
a valuable and useful instrument for 
measuring vox popult. Utility companies 
as well as other industries have come to 
find a good use for the public opinion 
poll, and it is interesting to know that 
after all these years of careful and ex- 
pert operation some of these companies 
find they can still learn something new 
about their own customers’ reaction to 
the utility service and utility rates. 


WHEN, for example, a representative 
cross section of a utility’s customers 
register a preponderant opinion that their 
rates are “too high,” and then, in the 
same interview, show clearly that they 
have not the slightest idea (in terms of 
dollars and cents) what their rate is, 
there is certainly a lesson to be learned. 


AND the indication is that there is 
probably also a public relations problem 
to be dealt with. It is futile to blame the 
customers for haphazard opinion or cock- 
sure attitudes based on ignorance, The 
customer must always be right in the 
utility business as in any other business. 
The implication in such a situation is that 
the utility company must not only accept 
public opinion at its face value, but un- 
dertake to do something about it. 


In this issue we present novel com- 
mentary and analysis of such a public 
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ROBERT W. PRATT 


opinion survey—one actually conducted 
among the customers of an important 
electric power utility system. The author 
of this article is Ropert W. Pratt, a 
public opinion consultant of New York 
city and Greene, Rhode Island. 


DuRING his ten years of special 
work on opinion and market research, 
Mr. PRATT has conducted surveys for a 
wide variety of industrial, service, finan- 
cial, and utility companies. His surveys 
for public utilities have dealt with general 
and special public relations problems, in- 
cluding municipal ownership agitation 
and appliance saturation. 

oe secs 

OME months ago, our esteemed con- 

temporary, Look magazine, had an 
interesting experience with a public opin- 
ion servey conducted for publication by 
Claude Robinson, president, Opinion Re- 
seareh Corporation. Dr. Robinson’s in- 
terviewers were seeking not only to as- 
certain popular reaction to the Taft- 
Hartley law, but also the extent to which 
such reaction was based, or not based, 
on an intelligent understanding of the 
provisions of that controversial statute 
on labor union regulation. The result, as 
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“It’s the Easiest Driving, 
Smoothest Riding, Best Looking Job on the Road” 


Men who drive trucks and know trucks are saying ‘‘Make mine 
the new GMC” because of the extra comfort and convenience, 
stamina and safety new light and medium duty GMCs provide. 
New cabs are larger and roomier than ever before. They have 
wider, deeper seats . . . higher, broader windshields and windows 
+. + & unique new fresh air circulation system .. . dome light, 
package compartment, ash tray, dual windshield wipers, provi- 
sion for radio. Chassis are stronger and sturdier . . . engines are 
of powerful, dependable “Army Workhorse”? design. More than 
ever GMC, The Truck of Value, is the favorite of truck operators. 





GMC TRUCK & COACH DIVISION « GENERAL MOTORS CORPORATION 


THE TRUCK OF VALUE 


GASOLINE 
e DIESEL 





8 PAGES WITH THE EDITORS (Continued) 


‘many readers will probably recall, 
showed that, while an overwhelming 
majority of people thought Congress 
should not have passed the law, an equally 
impressive majority were in favor of the 
separate provisions of the law when they 
were translated into simple questions, 
such as “Do you think Communists 
should be kicked out of important posi- 
tions in labor unions?” 


THE indication of that survey was 
clearly to the effect that some labor 
union leaders had done a very effective 
propaganda job of selling the public on 
the over-all idea that the Taft-Hartley 
Act was a “slave labor” law. It seemed 
to follow that an educational job needed 
to be done to get the real meaning and 
purpose of the law across to the Ameri- 
can public. 


Since the Taft-Hartley Act has been 
on the statute books, utility companies, 
in common with other industries, natural- 
ly have been taking a good look at the 
law as it applies to their particular labor 
relations. One of the most important re- 
sults of the law is its effect on utility su- 
pervisors. The Taft-Hartley Act not only 
gives the post of utility supervisor addi- 
tional authority and prominence, it also 
poses new questions of training and re- 
sponsibility for supervisors. 


ALFRED M. CooPeEr, writer of business 
articles, now resident in Banning, Cali- 
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fornia, is somewhat of an authority on 
labor-personnel management matters, as 
evidenced by his books on the subject, 
published several years ago by the 
McGraw-Hill organization. This back- 
ground lends considerable emphasis to 
Mr. Cooper’s article in this issue, in 
which he discusses the Taft-Hartley Act 
from the particular viewpoint of utility 
labor relations policy. 


* * * * 


T HAS been a number of years since we 
last had a contribution from the well- 
known utility engineering consultant, 
MARSHALL LEIGHTON of Washington, 
D. C. But we hope our readers will agree, 
after reading the leading article in this 
issue, “Riddle of ‘Net Investment.’” 
that his manuscript was well worth wait- 
ing for. Mr. LEIGHTON was originally a 
native of Portland, Maine, but became 
chief of the division of hydro economics 
of the U. S. Geological Survey as far 
back as 1903, He was also adviser to the 
U. S. Inland Waterways Corporation be- 
fore leaving government service to or- 
ganize the U, S. Public Works Associa- 
tion in 1920. 


* * * * 


NEW contributor to this issue is J. 

Louts DONNELLY, whose article on 
a proposed hydro development on the 
Delaware river begins on page 472. Born 
in Auburn, New York, in 1900, Mr. 
DONNELLY attended Middlebury College 
in Vermont and New York University. 
He started in journalism as financial 
writer for the old New York Evening 


. Telegram, later transferring to the New 


York News Bureau. For the past six 
years he has been financial writer for the 
New York Journal of Commerce, special- 
izing in utility matters. Last fall he was 
with the group of newspaper writers who 
visited electric utility plants located in 
various parts of the United States on an 
inspection trip conducted by the Edison 
Electric Institute. 


THE next number of this magazine will 
be out April 22nd. 


ae 








April 








ww we we 1 OP A GS A 





Public Utilities Fortnightly 








4, one hour your office girl can make at least 5 
times as many copies with Portagraph as your secre- 
tary can make with her typewriter. Latest statistics 
show that it takes at least 20 minutes to type and 
proofread an original and 3 carbons of a full 600- 
word page—or 3 originals and 9 carbons an hour® 


Portagraph, on the other hand, will copy 60 indi- 
vidual records, 30 duplicate records, 20 triplicate 
records, etc. ...in that same hour. It will handle all 
the copying work of a stenographic pool ...leaving 
your typists free for more important creative work. 


Use our new Copying Analysis Form to estimate 
the time Portagraph can save you. Write for a free 
supply today. Address: Remington Rand Inc., 
Photo Records Division, Room 100, 315 Fourth 
Avenue, New York 10, N. Y. 






Fortagraph 
60-60" — 


*60 PHOTOCOPIES—60 MINUTES 


Reninglon Road 
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THE INCREASING IMPORTANCE OF UTILITY 
INVESTOR RELATIONS 


lt may come as a surprise to utility company executives and * 
financial officials to know that wooing the attention and interest 
of the financial community is going to present a difficult but 
necessary challenge in the months ahead. With "easy money” 
sources drying up, and the pressure for expansion increasing, 
the need for cultivating investor relations is becoming a first- 
rank problem to management. Tom P. Walker, vice president of 
the Irving Trust Company, gives us a practical, down-to-earth 
program for management officials to follow in attaining such 
an objective. 


THE FAIR EMPLOYMENT PRACTICES SCHEME 


Public utility industries are familiar from their experience dur- 
ing the war ‘with the tendency of so-called Federal! "fair em- 
ployment practices" regulation to use public utility employ- 
ment as a guinea pig. Donald R. Richberg, nationally known 
lawyer and former top-ranking Federal official, gives a critical 
analysis of some loose thinking which has characterized this type 
of social reform. As a veteran and tireless liberal, his words 
should carry special weight. 


BEETHOVEN GETS A PUBLIC RELATIONS JOB 


"Say It with Music" seems to be a popular slogan in modern 
public relations technique. During the present hectic era of 
tension and nerves, the soothing effects of melody can pay real 
dividends as astute industrial management has come to find out. 
James H. Collins, well-known author of business articles, gives 
us a play-by-play description of this program. - 


METROPOLITAN AREA REGULATION FOR 
BORDER-LINE CITIES? 


Over a dozen large or fairly large American cities are situated 
on or so near state lines as to make their policing and regulatory 
operations an interstate proBlem. Some, such as Detroit and 
Buffalo, even have international problems. Washington, D. C.., 
is unique in having a metropolitan area spreading into two state 
jurisdictions. Is an interstate form of metropolitan area control 
for public utilities needed? Arnold Haines examines this ques- 
tion. 





A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, review, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, employees, investors,.and others. 
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You can save 50% 
on reports like this one... 





PEOPLES UTILITY COMPANY 


BILL — - peereeees 
* = Year 1946 RATE - R-1 


CUMULATIVE 
on Consolidated 
Wo.Bills in Kw.Ere. Factor 


This typical analysis sheet 


ee 


NAIAARAAAAUATUTUUEE AR URE REE EERSEUD 


gives a utility a quick, ac- 
curate picture of customer 
usage situation. 


The report was prepared 
on specially designed equip- 
ment. This service, which 


Carve VOartNosroeuowres 
NHKNOUNUADCGON@GSoarous 


is available to you, com- 
pletes work such as this in 
half the usual time—and at 
50% of the usual cost! 
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... when the work is done 
on this bill frequency analyzer! 


< 


This ingenious tabulator clas- 
sifies and accumulates in as 
many as 300 different regis- 
ters—and in one step! 


A battery of these Bill Fre- 
quency Analyzers is in con- 
stant operation serving many 
utilities throughout America. 

You will find that these 
machines—operated by com- 
petent personnel, can provide 
you with accurate and speedy 
analyses. No clerical work is 
required in your offices. Get 
the interesting facts: 


Se wevaaee 


Send for illustrated, free booklet—"The One-Step Method of Bill Analysis.” 


RECORDING AND STATISTICAL CORPORATION 


102 Maiden Lane New York 5, N. Y. 
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“There never was in the world two opinions alike.” 


—MONTAIGNE 
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President, Westinghouse Electric 
Corporation. 
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U. S. Senator from Colorado. 
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Manager, General Electric Com- 
pany Aircraft, Federal & 
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President, Connecticut Light & 
Power Company. 
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“(The best way] to stimulate a cut in the cost of gov- 
ernment is to give the government less to spend.” 


ae 
“Sooner or later, if we are going to have a continua- 
tion of our dynamic economy, something must be done 
about double taxation of dividends.” 





> 


“Our risk capital will have to come from the govern- 
ment under state Socialism or from the middle and upper 
income brackets under free enterprise.” 


* 


“ : . . . 
There never was a time in our history when equity 
capital was so necessary, and there never was a greater 
shortage of such capital from individual sources.” 


* 


“'.. it stands to reason that capitalism as a system will 
have—if not greater positive support—at least a good deal 
less opposition when we take the trouble to tell the facts.” 


* 


“If the nation does not have a thorough-going tax re- 
form, overtaxation will kill the goose that lays the golden 
eggs of better jobs, better wages, better goods, lower 
prices.” 

a 

“It is becoming more evident as totalitarian pressures 
step up that the heads of business must consider them- 
selves directly responsible for getting across the true facts 
about how our economic system functions to their own 
employees.” 

* 

“Competent engineers must continue to gain knowledge 
through experience in modernized shipbuilding and the 
possible future use of gas turbines andsatomic energy for 
marine propulsion, if leaders are to be available in the 
event of a future emergency.” 


¥ 
“The enormous amount of new capital raised since the 
end of the war by virtually every type of industry would 
seem to be a complete refutation of the idea that the 
American economy had come to full growth and that the 
great days of building and development were over.” 
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CRESCENT 


ABC 
Armored Cable 


Has These Improved Features 


‘ — Which Result in 
: BMA INCREASED SAFETY and LOWER COST 


e 
y | | > BOND STRIP UNDER ARMOR 


Permanently low armor resistance is provided in sizes No. 14 
and 12 AWG by use of a flattened, bonding wire which is in 
a contact with the under side of each convolution. These sizes 
" 3 now are smaller and lighter, since they use the smaller di- 

ameter Type R conductors of the 1947 National Electrical Code. 


PREFABRICATED BREAK LINES 


' The Cut Mark (at 1/2" intervals) shows the location of a pre- 
2. fabricated breaking line inside the armor. Only a few strokes 
n , —wae of a file guided by the Cut Mark are required to cut through 
or one outer ridge, and a bend by hand severs the armor. This 

oy results in a clean separation with no sharp edge—a safer, 
easier and faster job. The prefabricated breaking lines are 
re so designed that there is no reduction in tensile strength, 
es — bending quality, crushing resistance and electrical conductivity 
5 of armor. ~~ 





mn =—— In the last 20 years alone over SIX BILLION FEET of 
Armored Cable have been installed. 


| See ane coset @ 


i [| CRESCENT INSULATED WIRE & CABLE CO. 


“ TRENTON, N. J. 
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14 REMARKABLE REMARKS—( Continued) 


Ciaupe T. BARNES 
Resident, Salt Lake City, Utah. 


CuHartes E,. MERRILL 
Directing partner, Merrill Lynch, 
Pierce, Fenner & Beane. 


Austin S, IGLEHEART 
President, General Foods 
Corporation. 


Maset G. Buitss 
Resident, Cleveland, Ohio. 


Rosert M. HutcHins 
Chancellor, University of Chicago. 


EpitoriAL STATEMENT 
The Wall Street Journal. 


G. W. Van DERZEE 
President, Wisconsin Electric 
Power Company. 


EpitorIAL STATEMENT 
The Journal of Commerce. 
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“ .. more government, less initiative, less freedom, less 
individual enterprise. The people of these United States 
were intended to support their government, not their 
government to sustain them.” 


> 


“Anything our government does to dam the flow of 
capital into business will dam up our future prosperity. 
If we tax away the incentive to invest, we tax away our 
hope of an expanding industrial future.” 


> 


“We are adept in the communication of market prices, 
production orders, shipping instructions, and the like, but 
we have been inept in the communication of ideas and 
information among people who work together in an enter- 
prise.” 

* 

“There are now imore Federal employees in the state 
of Ohio than the state employs to run itself. And no one 
should forget that, once on the payroll, these hordes of 
government jobholders become avid of government power 
and controls.” 


* 


“The real issue affecting the use of atomic energy is 
economic, and, since it is economic, every reduction in 
the cost of producing atomic power or every elevation in 
the cost of other fuels affects the immediate possibilities 
of using atomic power on a larger scale.” 


* 


“It is part of the theory of private enterprise that the 
field shall always be open to both big and little com- 
petitors and to newcomers, whose survival in the war- 
fare of business is to depend upon their fitness to survive, 
which in turn depends upon their energy and intelligence 
but not upon their mere size.” 


aa 


“T have often thought it would not be a bad idea to put 
two signs in every office, shop, and plant on our system— 
one reading ‘The Customer Pays Your Wages,’ the other 
‘The Stockholder Bought the Equipment and Tools You 
Use.’ Both are simple truths, usually forgotten and not 
called to attention often enough. Management must never 
forget them.” 


* 


“The fact of the matter is that, over the long run, fair 
competition between government-owned enterprise and 
private enterprise is not possible. For the government- 
owned enterprise does not have to earn a profit, and can 
obtain capital at will through the mere issuance of more 
government obligations. Private enterprise, however, can 
survive and secure new capital only if it can earn a rea- 
sonable profit.” 





eoeeseew 


Atlanta 

Charlot! 
Chicago 
Clevelan 


T- 


ut 


April 8, 1948 Public Utilities Fortnightly 





Si, 
PE 
SsInG {ROLE 


LEUM REFN = PETRO. 





@ Literature on the import- 
ance of flexible pipe supports 
and the method of determin-- 
ing supporting forces and 
also material that is helpful 
in calculating hanger loads 
has been recently prepared 
by Grinnell Company and is 
available on request. 





A TYPICAL EXAMPLE OF GRINNELL PIPING SERVICE 
COMPLETE . . . EVERYWHERE 


GRINNELL COMPANY, INC. 
Providence 1, R. L. 


BRANCH WAREHOUSES 

Atlanta 2, Ga. Kansas City 16, Mo. Philadelphia 34, Pa. 
Charlotte 1,N.C. Long Beach 10, Cal. Sacramento 14, Cal. 
Chicago 9, Il. Los Angeles 13, Cal. St. Louis 10, Mo. 
Cleveland 14, 0. Milwaukee 3, Wis. St. Paul, Minn. 
ne % &. 2. Minneapolis 15, Minn. San Francisco 7, Cal. namie 

resno 1, Cal. New York 17, N. Y. Seattle 1, Wash. 
Houston 1, Tex. Oakland 7, Cal. Spokane, Wash. wHenever PIPING is invoiveo 
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Recent C-E Steam Generatin: Jn 


COMBUSTION 
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CHESTERFIELD POWER STATION 


VIRGINIA ELECTRIC AND POWER COMPANY 


HE C-E Unit illustrated here is now in process of 

fabrication for the Chesterfield Power Station of the 
Virginia Electric and Power Company near Chester, 
Virginia. 

It is designed to produce, at maximum continuous 
output, 650,000 Ib of steam per hr at 875 psi and a 
total temperature of 900 F. 

The unit is of the 3-drum type with 2-stage super- 
heater. The furnace is fully water cooled, using closely 
spaced plain tubes on all walls and finned tubes in the 
roof area; it is of the basket-bottom type discharging 
to a sluicing hopper. Regenerative air heaters follow 
the boiler surface. 

Pulverized coal firing is employed using C-E Ray- 
mond Bowl Mills and Vertically-adjustable, Tangen- 
tial Burners. Auxiliary Type R horizontal burners are 
used in the front wall above the tangential burner 
level. Bypass dampers are employed to supplement 
the vertically-adjustable burners in maintaining accu- 
rate superheat control. B-200A 
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How many of your 

employees are buying 
U.S. Security Bonds regularly via 
the Payroll Savings Plan? (85% 
to 50% of employees buy Secu- 
rity Bonds on the Payroll Savings 
Plan in those companies in which 
top management backs the Plan.) 


@ How does their average holding 
compare with the national average? 
(The national average among 
P.S.P. participants is $1200 per 
family.) 

@ Why is it vital that you get be- 
hind the Payroll Savings Plan? 
Every Security Bond dollar 
that is built up in the Treasury is 
used to retire a dollar of the na- 
tional debt that is potentially 
inflationary. Moreover, every 
Security Bond held by anyone 
means fewer dollars go to market 


to bid up prices on scarce goods. 
@ What direct benefits are there for 
your company? In 19,000 indus- 
trial concerns operating Payroll 
Savings, employees are more con- 
tented. Worker production has 
increased, absenteeism has de- 
creased—even accidents have 
been fewer! 

Security Bonds at maturity 
pay $4 for every $3 invested. 
@ What do you have to do? The 
Treasury has prepared a kit of 
material for you to distribute 
among key men in your company. 
This is your part in the all-out 
campaign—starting April 15— 
for America’s economic security. 
Use your kit! 

For help, call your Treasury 
Department’s State Director, 
Savings Bonds Division. 


The Treasury Department acknowledges with appreciation the publication of this message by 


Pusitic UrTiLiries FoRTNIGHTLY 


Treasury Department and the Advertising Council. 


&) This is an official U. S. Treasury Advertisement prepared under the auspices of the 














Public Utilities Fortnightly 


MODERN STEAM GENERATORS 


HIS new Springfield unit is a typical example of the mod- 
am economical designs Springfield is building for generat- 
ing plant service in locations extending throughout the country. 
Springfield’s engineering experience covers a complete range of 
capacities, pressures, and temperatures. This particular unit is 
designed to produce 40,000 Ibs. of steam per hour at 425 p.s.i. 
and 750°F. steam temperature at superheater outlet. The heat- 
ing surfaces in boiler, waterwalls, superheater, and economizer 
are proportioned to maintain highest possible efficiency over a 
wide load range with natural gas firing. 

Springfield service includes design, fabrication and erection 
of units complete with firing, draft, and control equipment— 
all taken under a “Single Responsibility” contract. For infor- 
mation, see your nearest Springfield representative or write: 
SPRINGFIELD BOILER CO., 1960 E. Capitol Ave., Spring- 
field, Illinois. 












WORLDWIDE 
SALES AND SERVICE 


NEW YORK © PHILADELPHIA 
CHICAGO e SAN FRANCISCO 
WASHINGTON, D.C. @ DETROIT 
ST. LOUIS @ CINCINNATI 
SALEM, MASS. @¢ HOUSTON 
MEXICO, D.F. @ BUENOS AIRES 
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SPRINGFIELD BOILER CO. 


1960 E. Capitol Ave. 
Springfield, Illinois 
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For dependable power and performance 


you can always trust EXIDE BATTERIES 





In central stations and sub-stations 
throughout the country thousands of 
Exide Batteries are ready to respond 
instantly to every power demand. They 
are being used for control bus and 
switchgear operation, emergency light- 
ing, many other storage battery tasks. 
Whatever the job, you can always 
trust Exide Batteries for peak perform- 
ance and maximum battery economy. 


Exide Batteries have earned the 
confidence of engineers everywhere. 
Their widespread use is proof of their 


dependability, long life and ease of 
maintenance. 


Whatever your storage battery 
problems may be, Exide engineers will 
be glad to help you solve them. 


Exide | 


BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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CAN YOU BENEFIT 
FROM THESE SPECIALIZED 


Public Utility 


BANKING SERVICES? 








Y “SPECIALIZED” banking services we 

mean simply this. Irving Trust has a separ- 
ate Public Utilities Department. It is staffed with 
men whose practical experience qualifies them for 
service to the utility industry. 

The sole function of this department is to help 
utilities with their particular financial problems 
and assist them in formulating their programs. 

Through this Department, of course, you have 
the benefit of the advice and counsel of the bank’s 
experienced officers—and, needless to say, access 
to all the deposit, loam and corporate agency 
facilities of a large commercial bank. 


MR. TOM P. WALKER 


is our Vice President in charge of this Department. 
Prominent in the top management of utility com- 
panies for over thirty years, he is thoroughly familiar 
with all phases of the industry. 


lamuUsT 


NEW YORK 


Capital Funds over $114,000,000 
Total Resources over $1,100,000,000 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 











Public Utilities Fortnightly 





These three units supply 75 kilovars. 
It would take five i units to 
equal them—with 10. bushings and 
connections, two brackets, 30% more 


exposed surface. 


wity use 5 capacitors EZ 
when 3 will do? 


25-kvar capacitors permit installation of as much as 225 
kvar on a single pair of crossarms—compared to 180 for 15- 
kvar units. 

25-kvar capacitors mean lower installation costs. Three 
units do the job of five 15-kvar units—with correspondingly 
fewer brackets, bushings, connections. 

25-kvar capacitors have glass bushings, hermetically sealed 
to the resistance-welded drawn-steel cases, Pyranol*, and 
other G-E features that mean maximum dependability. 
25-kvar capacitors are stock items available for immediate 
shipment. A General Electric specialist can give you full in- 
formation. 2 eae Dept., General Electric Company, 
Schenectady 5, N. Y. *Reg. U.S. Pat. Off. 


—— GENERAL @ ELECTRIC 
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Store Modernization Caravan 


A store-lighting show IN TWELVE ACTS 





“PITTSBURGH 


Wien the curtains part on this unique presentation by 
“Pittsburgh,” you'll witness one of the best merchan- 
dising shows in many a year. For the Pittsburgh Store Mod- 
ernization Caravan—comprising twelve scale-models of dis- 
tinctive store designs . . . presents the latest advances in store 
front and interior designs; the most modern lighting tech- 
niques. Each model is complete in every detail. Actual store 
conditions are simulated in miniature. Exteriors, windows, 
interiors, lighting are faithfully and accurately reproduced. 

A 12-act show-on-wheels, the Pittsburgh Caravan will visit 
practically every important center in the country. This tour 
will cover many months, so advance publicity will tell you 
of its appearance locally. When it reaches your city, you are 
condially invited to attend this novel and worthwhile exhibit. 








STORE FRONTS AND INTERIORS 


PAINTS + GLASS + CHEMICALS * BRUSHES «+ PLASTICS 


PITTSBURGH 


PLATE Gt aA Sa = O-MPAWN Y 
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how to plan 


rate structures that attract 


new capital 





_—— THE PROBLEM: 
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To provide adequate earnings in the face of 
£ increased operating expenses | 
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{ Southeastern Electric Exchange begins annual conference, Boca ao Fia., 1948. 
{ Edison Electric Institute ends annual sales conference, C: hicago, Iil., 1948. 





{I American Water Works Association, Montana Section, begins meeting, Living- i) 
ston, Mont., 1948. 





{ Gas Meters Association of Florida-Georgia ends annual meeting, Hollywood, Fla., 1948. 





{ Missouri Association of Public Utilities will hold annual convention, St. Louis, Mo., 
Apr. 28-30, 1948. 





q United States Independent Telephone Association begins executives’ conference, Chi- 
cago, Ill., 1948. 





7 ag a Gas Measurement begins short course, University of Oklahoma, Norman, 








{ Electrochemical Society begins spring congress, Columbus, Ohio, 1948. 





{ American Water Works Association, Illinois Section, begins meeting, Chicago, Ill., 1948. 








q Northwest Electric ye and Power Association, Engineering and Operation 
Section, ends meeting, Spokane, Wash., 1948. 





{ American Gas Association, Natural Gas Department, will hold spring meeting, Houston, 
Tex., May 4, 5, 1948. 





» | Suegutate Oil Compact Commission will hold spring meeting, Chicago, Ill., May 5-7, 





¥ American Gas Association begins annual distribution, motor vehicle, and corrosion 
conference, Pittsburgh, Pa., 194 





1 bs Independent Telephone Association begins annual convention, Columbus, Ohio, 




















1 Gates Water Works Association, Indiana Section, begins meeting, Lafayette, Ind., 
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Riddle of “Net Investment” 


An enigma posed by the phrasing of the Federal 
Water Power Act of 1920 and its successor, the 
Federal Power Act of 1935. 


By MARSHALL LEIGHTON* 


HE hydroelectric power industry 

could with good purpose scru- 

tinize the definition of “net in- 
tstment”’ in the Federal Power Act. 
hat act provides, among other things, 
f issuance of licenses for water- 
ower development on rivers where the 
nited States holds either sovereign or 
oprietary jurisdiction, or both. For 
arious good reasons, some of which 
re plain and others intricate, the act 
quires that licensees be hedged about 
ith exacting conditions.“Net invest- 
nent” is one of these. Briefly stated, 
hat term means the original cost of 
Dperty under license, minus certain 


*Consulting engineer. See “Pages with the 
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items discussed below. The definitions 
are identical in both of the above-named 
acts. Need for scrutiny was not so 
clearly manifest during the fifteen years 
of administration under the Federal 
Water Power Act of 1920, as it has 
gradually become since the passage of 
the amendment of 1935. The original 
intent of Congress in defining net in- 
vestment was to prescribe a formula 
for use in computing the amount of 
money which the United States would 
pay to a licensee under the act if and 
when, at the close of any license period, 
the project property were taken over 
by the United States for subsequent 
ownership and operation by it, or for 
transfer to a newly installed licensee. 
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Comprehensive approach to the matter 
requires recital of a bit of history. 

Net investment was not mentioned in 
the draft of the water-power bill which 
President Wilson, in the year 1918, 
gave to certain selected members of the 
House of Representatives, and re- 
quested prompt action thereon, Short- 
ly thereafter, that bill was introduced 
into the House and referred to a spe- 
cially created Water Power Committee. 
It became the textual basis of the Fed- 
eral Water Power Act of 1920, al- 
though amended considerably dur- 
ing the legislative process. If the 
Secretaries of War, Interior, and Agri- 
culture, under whose direction the Wil- 
son draft was compiled, had not 
changed their minds after the Presi- 
dent had delivered the draft to the 
House, it is not probable that the term 
“net investment” and its attendant 
whimsicalities would have gained entry 
into power legislation. 


HE Wilson draft provided that at 

the end of license period the 
United States could, if it chose, take 
over the property under license upon 
payment to the licensee of the “fair 
value” thereof. Even at that early time 
the term “fair value’”’ had fallen into 
disfavor in the minds of some persons. 
They quickly voiced their disapproval 
of its use in the Wilson draft. The 
three aforesaid Secretaries and their 
advisers cast about for a substitute for 
fair value and promptly encountered 
one. Thereupon they sent a joint letter 
to the chairman of the House Water 
Power Committee, proposing net in- 
vestment in substitution for fair value 
and submitting a definition of the pro- 
posed term which in all essential re- 
spects was the same as that now con- 
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tained in the two aforesaid acts. The 
Water Power Committee accepted that 
suggestion and thus emerged a new 
legislative concept. No one understood 
it very well—not even the proponents 
—and therefore it was not easy to 
weave it into the Wilson draft without 
leaving loose ends. 

When the net investment concept 
was tucked into the Wilson draft, the 
subsequent use of the term in the text 
of the bill was not altogether skillful. 
In addition to the fact that no one un- 
derstood its complete significance, the 
general understanding that the device 
would not become effective until the 
end of fifty years or more was not con- 
ducive to the exercise of discriminating 
legislative care. So long a forward look 
is a rare occurrence in legislative pro- 
cedure. Only in subsequent years of ad- 
ministration under the act, and par- 
ticularly in the later years, did the loose 
ends cause concern. 


oo net investment concept was in 
some essential respects miscon- 
ceived at the outset by electric utility 
executives, attorneys, and accountants. 
Likewise, the Power Commission itself 
found it necessary from time to time 
to make adjustments in its own ideas. 
In large degree, the difficulties were 
discerned and adjusted by process of 
trial and error over years subsequent. 
The shakedown cost the licensee com- 
panies a huge sum of money, and some 
of the wounds are bleeding yet. More- 
over, the legislative setup for taking 
over licensed property at the end of the 
license, period, which was originally re- 
garded as a prime necessity to achieve 
integrity of investment under the act, 
has been the seat of so much expense 
and frustration that today one does 
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not seek far to find licensee executives 
who believe that it would have been 
better to have eliminated all of the so- 
called “recapture” provisions, to have 
provided for a 50-year license period 
with all rights expiring at the end 
thereof, and to have licensees take the 
chance of equitable settlement with the 
government on some basis at the end of 
the license period. This view is not 
unanimous, It may in some cases arise 
from exasperation. On the whole it is 
based on the considerately derived con- 
viction that the aggregate costs and 
penalties inherent in fifty years of 
abode under the net investment concept 
are far more severe than the hazards to 
be sustained under open negotiations 
and agreement at termination of 
license. The situation furnishes sig- 
nificant testimony concerning the ob- 
stacles, complexities, and soul-weary- 


ing particularities that underlie and 
dominate net investment. 


HE definition of net investment, 

§ 3(13) of the Power Act, is a 
smoothly gliding example of good 
English composition. It almost purrs. 
Not until some time subsequent to ac- 
ceptance and execution of the first 
license does the licensee become aware 
that beneath a beguiling exterior this 
definition conceals tribulations “like 
quills upon the fretful porcupine.” Ex- 
amining its dominating clauses: 


“Net investment . . . means the actual 
legitimate original cost . . . as defined 
and interpreted in the ‘classification of 
investment in road and equipment of 
steam roads, issue of 1914, Interstate 
Commerce Commission’... ” By and 
large that is not so bad, but licensees 
rub against many unsuspected quills in 
it. For one example: when licensee ex- 
ecutives encounter the dictum that cer- 
tain inevitable project costs, incurred 
solely by reason of project develop- 
ment, are not to be allowed as actual, 
legitimate, and original costs, they are 
prone to wonder why it is that they 
become scratched up, front and back, 
more severely than their railroad 
brethren working under the same cost 
classification. 


“7 is another story. Continuing : 
“Minus the sum of the following 
items properly allocated thereto if and 
to the extent that such items have been 
accumulated during the period of 
license from earnings in excess of a 
fair return on such investment... ” 
It may be assumed that the word 
“earnings” in this clause means earn- 
ings according to the standard interpre- 
tation of that term; that is, in the broad 
sense, total income minus total expenses 
or, in other words, “net income.” 
“Properly allocated” to what? How 
may such allocation be made? How 
may it be determined that such earn- 


7 


“THE original intent of Congress in defining net investment 
was to prescribe a formula for use in computing the amount 
of money which the United States would pay to a licensee 
under the [Federal Power] act if and when, at the close of 
any license period, the project property were taken over by 
the United States for subsequent ownership and operation 
by it, or for transfer to a newly installed licensee.” 
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ings are or are not accumulated in ex- 
cess of a fair return? The answers to 
these questions might be plain were 
each licensed plant an independent en- 
tity and were it the sole source of elec- 
tric energy for distribution within a 
definite and circumscribed local area. 
But that situation is obsolete. Almost 
all licensed plants are adjunct to in- 
tegrated public utility systems. They 
pour energy into those systems along 
with the energy generated at other in- 
terconnected plants. The earnings of 
the system are the only earnings known. 
In the more than twenty-seven years 
of administration under the Power 
Act, no authoritative reply has been 
given to the foregoing questions, not- 
withstanding the faithful researches of 
highly accomplished persons, both at- 
tached and unattached to the Power 
Commission. The language does not 
now fit into the realities of modern elec- 
tric service. It takes its seat under the 
shades of “obsolete law.” 


(—" on: (a) (minus) “unap- 
propriated surplus” — 

Just what does that mean? Many 
good men have different opinions and 
contentions concerning it. Even the ac- 
complished chief of the Power Com- 
mission’s bureau of accounts, finance, 
and rates, who over many years has de- 
voted himself principally to the ac- 
counting provisions of the Power Act, 
testified under cross-examination at a 
recent commission hearing as follows: 


A, Well, I have difficulty with your 
words “unappropriated surplus’—I 
don’t know what you mean by that. 

Q. That is the wording of the act. 

A. Yes, that is my difficulty pre- 
cisely . . . I have the same difficulty 
with the words of the act. 
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Proceeding with item (b), (minus) 
“aggregate credit balances of current 
depreciation accounts” ; This is a para- 
mount example of inept legislative 
draftsmanship, Adequate depreciation 
reserves are required by § 10(c) of the 
act. Necessity for maintenance of de- 
preciation reserves was one of the leg- 
islative provisions that provoked no 
substantial controversy during the ten 
years of power bill debate. Let the 
definition of net investment bow its 
head for a moment. 


8 eae procedure under § 10(c) 
would provide that annual de- 
preciation increments correctly set 
aside in depreciation reserves would, 
under approved utility accounting prac- 
tice, become a part of expense account. 
It is fundamental that depreciation re- 
sults in a cost of service, There would 
be no earnings whatsoever unless there 
remained a balance of income after all 
expenses including depreciation were 
deducted. In the process of taking over 
property at the end of license period, it 
would generally be regarded as equi- 
table to let “aggregate credit balances 
of accrued depreciation accounts,” if 
any, remain in the licensee’s pocket, pro- 
vided that the same amount were de- 
ducted from payment made to the 
licensees. But right here the definition 
of net investment raises its head and 
says that such deduction shall be 
limited to that part of the credit bal- 
ance which has been accumulated from 
earnings in excess of a fair return. De- 
preciation accounts are not “accumu- 
lated from earnings.” Depreciation is 
one of the participants before the resid- 
ual fact of earnings. So licensees have 
good reason to wonder whether: the 
definition of net investment, § 3(13), 
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Significance of Net Investment Concept 


ah rae the net investment concept was tucked into the Wilson 
draft, the subsequent use of the term in the text of the bill was 
not altogether skillful. In addition to the fact that no one understood its 
complete significance, the general understanding that the device would 
not become effective until the end of fifty years or more was not con- 
ducive to the exercise of discriminating legislative care.” 





renders § 10(c) null and void ; whether 
a new accounting dispensation is cre- 
ated under which licensed property 
shall have depreciation accounting only 
when and as it makes earnings in ex- 
cess of a fair return; whether the au- 
thors of the (b) clause merely forgot 
that that clause was preceded and quali- 
fied by the “if and to the extent” clause. 
In any event, the (b) clause when 
dominated by the “if and to the extent” 
clause becomes rather silly. 


| orekgernaes now to clause (c) in 
the definition of net investment: 
“(c) (minus) aggregate appropria- 
tion of surplus or income held in 
amortization, sinking-fund, or similar 
reserves, or expended for additions or 
betterments, or used for the purposes 
for which reserves were created.” 
When read out of context this clause 
offers no difficulties. When in context, 
it is botched up by the “if and to the ex- 
tent” clause. And that raises important 
questions for the licensee to worry 
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about. Does the definition mean that 
there shall be no reserves except those 
created out of earnings in excess of a 
fair return? Does it mean that sane and 
normal procedure shall take place with 
respect to reserves, but that at end of 
license period the licensee shall retain 
all reserves except as to those portions 
accumulated from earnings in excess 
of a fair return? How may it be de- 
termined what portion of reserves set 
up as to an integrated system is ac- 
cumulated from earnings in excess of 
a reasonable return on a licensed plant 
in that system? 

If the a-b-c items in the definition of 
net investment could abide serene and 
unpolluted, it is probable that they 
would cause only a few apprehensions. 


| gamcemroes the majority of licensees 
will not protest too much at the end 
of the license period if, when the 
United States or anyone else takes over, 
the amount paid is reduced by the pre- 
sumably earned, hoarded, and “unap- 
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propriated surplus,” provided some- 
one who really knows will tell the li- 
censees what that term means. Like- 
wise it may not occur that licensees 
would be perturbed over the idea that 
“aggregate credit balances of current 
depreciation accounts” shall similarly 
be deducted. If the licensee has any of 
the money left over in depreciation re- 
serve when the property is taken, and 
it be retained by the licensee, many peo- 
ple will agree that the money in pocket 
should be balanced by deduction of the 
same amount from plant account. Fi- 
nally, like principles apply to other re- 
serves covered under item (c). 

At the time when the definition of 
“net investment” was agreed upon in 
Congress there was general acceptance 
of the truth that such projects are en- 
cumbered with extraordinary invest- 
ment risks and uncertainties, and, 
therefore, inasmuch as it was regarded 
as desirable for many reasons to en- 
courage the construction of water- 
power developments, some reasonable 
measure of leniency should, in the pub- 
lic interest, be accorded. Perhaps that 
conviction was in some degree persua- 
sive in the poorly considered insertion 
of that troublesome “if and to the ex- 
tent” clause, If that be true, the impulse 
of Congress was wise and considerate, 
but the choice of text was unfortunate. 
It is not conceivable that Congress in- 
tended to propound a riddle or to utter 
an absurdity. 

‘ 

— the definition of net invest- 
ment in § 3 of the act, the term 

is used in the text of Part I, as to mat- 

ters applicable to this discussion, three 

times directly and once by reference. 

Section 304(a) of Part III of the act 


mentions net investment as one of the 
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subjects concerning which the com- 
mission may require reports, but this 
is not of importance in the present 
showing. 

In two instances, (§§ 4(b) and 14), 
there is nothing which presumably 
would awaken in the licensee any pro- 
found antagonism except those conse- 
quent in the “if and to the extent” 
clause of the definition. A third refer- 
ence to net investment appears in § 20 
of the act. It is there provided that in 
any valuation of licensed property for 
rate making, the rate base shall be the 
same as that prescribed for property 
purchased by the United States (§ 14) ; 
namely, net investment. Whatever the 
merits or demerits of that requirement, 
it, in practical effect, has applicability 
only to a minor extent, One needs not 
to bother with that feature now. 

The remaining pertinent reference to 
net investment in the Power Act is in 
§ 10(d). It may be contemplated only 
in perplexity. Comprehensive descrip- 
tion of its porcupine quills requires 
more space than is here allotted. Briefly, 
the section provides that, beginning 
with the twenty-first year of operation 
under a license, amortization reserves 
shall be established and maintained out 
of surplus earned thereafter, accumu- 
lated in excess of a specified reasonable 
rate of return. In the act of 1920 that 
rate of return was based on the actual, 
legitimate, original cost of licensed 
property. A sane, proper, and con- 
sistent method of allocating a just pro- 
portion of system earnings to indi- 
vidual units of property, licensed or 
otherwise, has never been prescribed. 
That in itself is sorrowful enough. But 
the section did have certain merit in 
that the reasonable rate of return was 
to be based on “actual, legitimate, orig- 
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inal cost.” The licensee.is now deprived 
of even that small reassurance. When 
the Power Act of 1935 replaced that 
of 1920 it was found that as to § 10(d), 
someone had changed the words “ac- 
tual, legitimate, original cost” to the 
words “net investment”! Thus, chaos 
was added to confusion. 


) recent years, the first 20-year pe- 
riods of operation under the licenses 
issued in the earlier Twenties have ex- 
pired. They will be expiring more nu- 
merously in the future. If ever there 
be devised and prescribed an officially 
acceptable method of earnings alloca- 
tion, that which would under the older 
law have been a straight if not an easy 
path will under the later law become a 
torturous thing crossed and recrossed 
by absurd snares and obstructions. 
Since the year 1935 the significance of 
the term “net investment” has not been 
confined, as it was theretofore, to the 
measurement of the amount which the 
United States would pay many years 
hence. Irrespective of any other appli- 
cations, the blight of it descends on the 
licensee at the twenty-first year of op- 
eration, and imposes its burdensome 
exactions year after year until the end. 
Be it remembered that the quantities 
involved in the a-b-c clauses change 


RIDDLE OF “NET INVESTMENT” 


from year to year. Thus the changed 
and presently effective § 10(d) merely 
imposes an irksome accounting re- 
quirement in addition to those already 
overabundant in the net investment 
concept. In the midst of reflections upon 
all of this, one may compassionately 
recall that the FPC is constrained to 
administer the law as it stands, irre- 
spective of any convictions that it may 
have concerning wisdom or unwisdom 
of legislative provisions. 


ES, the way of the licensee is hard 

—necessarily so. The Power Act 
is a compromise between contending 
forces which, after ten years of debate, 
joined in amity begotten of sheer 
weariness. Quite a book could tersely 
be written setting out the inhibitions 
and restraints in the act, directed 
against offenses which the licensee 
would avoid in the first instance, by 
reason of his own enlightened self-in- 
terest, even if for no other reason. But 
it had to be and it will always be so. 
It is a capricious concomitant of our 
way of life. However, it seems as 
though some sort of rational adjust- 
ment might be devised with respect to 
those statutory features of the net in- 
vestment concept that are either obso- 
lete or absurdly misfitting. 





€¢ ACCORDING to the CIO’s monthly journal, Tae Economic 
Out ook, ‘Pilot plants might be set up in certain in- 
dustries to force prices down to reasonable levels ; that ts, more 
‘extensive use of the experience gained through TVA. But 
what is that experience? It is that an agency using govern- 
ment money under a fancy and fanciful hodgepodge of ac- 
counting practices can sell electric power at any price it chooses. 
Many of us will recall the quip that made the rounds some years 
ago to the effect that the Tennessee river flows through three 

states and drains the other forty-five.” 
—Excerpt from Manufacturers Record. 
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Will Hydro Cross the Delaware? 


A description of a proposal for certain development of one 
of the nation’s most historical waterways—and the difficulties 
which confront such a program. 


By J. LOUIS DONNELLY* 


N interesting and rather ambi- 
tious departure from Federal 
regulatory policy, as it has de- 

veloped in recent years with respect to 
hydroelectric licensing, has been pro- 
posed for the river so celebrated in the 
annals of our country, the Delaware. It 
is interesting because the entire plan, 
originally at least, envisioned a combi- 
nation of power and water diversion 
developed by a privately owned corpor- 
ation rather than the Federal or state 
government or some other political 
subdivision. For that reason, perhaps, 
and for other reasons, having to do 
with questions as to engineering, and 
financial problems involved, the pro- 
gram also faces serious obstacles. 
The unofficial policy of the Federal 
Power Commission, in recent years, 
has been to favor public rather than 
private company development under 





*Staff writer, New York Journal of Com- 
merce. 
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such circumstances. But in view of the 
various important hydro licenses earli- 
er granted to private companies, and 
the fact that there is nothing in the 
Federal Power Act to prevent such 
authorization today, or in the future, 
the novel proposal to develop the Dela- 
ware is certainly not definitely fore- 
closed as a matter of statutory prohi- 
bition. On its own particular merits, 
however, there are other and more seri- 
ous puzzles to be solved. 

First of all, the proposed program is 
unique in that it would divert water on 
a large scale for municipal use. It is 
now “pending,” in part, before the Fed- 
eral Power Commission. The sponsor 
of the project, if he can finally obtain 
regulatory approval of the hydro de- 
velopment, proposes to carry out the 
water diversion. 


HE proposal, identified as Project 
1978, was filed by the Electric 
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Power Company of New Jersey. It calls 
for the building of 3 dams on the Dela- 
ware river, between the states of New 
Jersey and Pennsylvania, and installa- 
tion of 16 turbines with an estimated 
capacity of 242,000 horsepower. 

It is also estimated that the entire 
project, to be financed through public 
sale of securities, would cost $195,562,- 
300 — the power installation alone 
would cost about $45,000,000. 

If approved and constructed, this 
would be the first large project of its 
kind proposed by private operators and 
would be the first large combination 
hydro power and water supply project 
to be carried out in the eastern part of 
the United States. Some of the large 
private companies in the West have 
water distribution systems serving 
cities and towns; but in those cases 
water represents but a small part of 
total revenues. 


| ergs Power ComPaAny alleges 
that the development would have 
the dual purpose of supplying the city 
of Philadelphia and New Jersey com- 
munities with mountain water and 
making available a supply of electric 
current for sale, wholesale, to operat- 
ing utility companies ; but not in com- 
petition with such electric utilities, 

Actually, the proposal is not a new 
one, but rather a revival of a similar 
project which was before the commis- 
sion in the Thirties. 

Active opposition to the construction 
of the dams and reservoirs has come 
from representatives of the four states, 
parts of whose territory form the Dela- 
ware river basin. The Interstate Com- 
mission on the Delaware River Basin 
(Incodel) has strongly advocated de- 
nial of the project. 


WILL HYDRO CROSS THE DELAWARE? 


473 





Private electric companies, whose 
operations might be affected because of 
the location of their service areas, 
would include: Metropolitan Edison 
Company, New Jersey Power & Light 
Company, Pennsylvania Power & 
Light Company, Philadelphia Electric 
Company, and Public Service Electric 
& Gas Corporation. There has been no 
formal position announced by these 
companies regarding the program. 
These utility managements doubtless 
have been advised as to the status of the 
project before the Federal Power Com- 
mission. 

The Delaware River Commission is 
a quasi public body, created by the 
states of New York, New Jersey, Penn- 
sylvania, and Delaware for the primary 
purpose of formulating sound and 
practical plans for the development of 
the land and water resources of the 
basin of this river. 


ro consists of twenty members, 
five from each state, including rep- 
resentatives from both houses of state 
legislatures and various high state gov- 
ernment officials, including the attor- 
ney general of New York state. Chair- 
man of the group was the late Ellwood 
J. Turner of Pennsylvania. 

The project, it is stated by Incodel, 
“has been lifted practically verbatim” 
from the Army Engineers’ 308 report 
on the Delaware river, submitted to 
Congress by the Secretary of War, Oc- 
tober 9, 1933. Hearings were held in 
Philadelphia by the Federal Power 
Commission in 1939. Newspaper re- 
ports of those hearings stated that the 
only speakers in favor of the project 
were H. A. Spalinski, president of 
Electric Power, and his attorney. In 
addition to Incodel, opposition at that 
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time came from spokesmen for a group 
of cities, including New York and 
Philadelphia, and several utility com- 
panies. 

Electric Power Company of New 
Jersey early in 1947 applied to the 
FPC for a license for a water power 


project. However, in September a sup- 
plemental application was filed elimi- 
nating references to facilities to be used 
to divert water for sale to any com- 
munity for water supply purposes. 
The president of Electric Power de- 
scribed it as a closed corporation with 
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2,500 shares, of which he owns 98 per 
cent. Mr, Spalinski, who is also in the 
real estate and insurance business in 
Trenton, New Jersey, states that he 
was graduated from the University of 
Leipzig in 1914 with an engineering 
degree. His last position in an engineer- 
ing capacity was as assistant chief en- 
gineer with an industrial company in 
1931. He claims that he has been ac- 
tive promoting this project since 1928. 


I“ the event of approval of the proj- 
ect, Mr. Spalinski has plans to re- 
tain as chief engineer the same Salt 
Lake City engineer who was active in 
preparing the original government re- 
port on the development. A chief hy- 
draulic engineer, formerly a Naval Re- 
serve officer, and now in the shipbuild- 
ing industry in New York city, also 
figures in these advance plans. 

A New York investment firm is said 
to have indicated that it would “con- 
sider” underwriting the project in the 
event of FPC approval. Tentative pro- 
posed capitalization is $98,000,000 of 
3% per cent bonds; $48,800,000 of 44 
per cent preferred stock of $100 par; 
and 4,876,150 shares of $10 par com- 
mon stock. A prominent engineering 
firm is planned to take over the con- 
struction work, which would take an 
estimated two and a half years to com- 
plete. So much for the plans of the 
sponsor. 

The application of Electric Power 
before the FPC calls for a hydroelec- 
tric development to be located on the 
Delaware river (officially classified as 
a navigable water of the United 
States) in Sussex and Warren coun- 
ties, New Jersey; Pike, Monroe, and 
Northhampton counties, Pennsylvania; 
and Orange county, New York. It 
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would consist of a dam with over-all 
length of about 2,340 feet and about 
163 feet high at the Tocks Island site 
approximately 10.5 miles below the 
mouth of Bushkill creek, creating a 
reservoir with storage capacity of about 
679,400 acre-feet, with a powerhouse 
containing six 24,000-horsepower tur- 
bines; a dam with over-all length of 
about 1,275 feet and about 88 feet 
high at the Belvidere site approximately 
one mile above the high bridge at Bel- 
videre, creating a reservoir with stor- 
age capacity of about 38,900 acre- 
feet, with a powerhouse containing five 
11,600-horsepower turbines; a dam 
with over-all length of about 840 feet 
and about 72 feet high at the Chestnut 
Hill site 2.43 miles above the highway 
bridge between Easton, Pennsylvania, 
and Phillipsburg, New Jersey, creating 
a reservoir with capacity of about 10,- . 
900 acre-feet, with a powerhouse con- 
taining five 8,000-horsepower turbines ; 
a 115-kilovolt transmission line con- 
necting the three plants and a 115-kilo- 
volt transmission line for the purpose 
of transmitting power from the plants ; 
and appurtenant works. 


| peers, in opposing the project, 
asserts that the Army report of 
1933 has since been reversed and calls 
attention to the conclusion contained 
in the United States Engineers’ report 
on July 31, 1941, entitled “Review of 
308 Report.” The Interstate Commis- 
sion says that justification is not found 
for developing dam sites on the river 
for hydroelectric power alone, the 
benefits im prospect for such develop- 
ment being less thari one-half the an- 
nual cost. 

Incodel further asserts that the FPC 
is on record to the effect that a com- 
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The Delaware River Commission 


. at Bs, Delaware River Commission is a quasi public body, created 

by the states of New York, New Jersey, Pennsylvania, and 

Delaware for the primary purpose of formulating sound and practical 

plans for the development of the land and water resources of the basin 
of this river.” 





plete study of the whole river, in all 
its aspects, is a prerequisite to the 
formulation of a unified program for 
its development. The group points out 
to the FPC that it is in process of mak- 
ing such a study on behalf of the four 
states in which the Delaware basin is 
situated, 

“No project should be authorized 
that would interfere with such a pro- 
gram,” says Incodel. “The proposed 
project would do that. The revised 
project is even more detrimental to the 
public interest than the original propo- 
sition.” 

Major reasons cited for this conten- 
tion by Incodel are: 

“If approved, the revised project 
might seriously jeopardize the interests 
and the rights of the public in the use 
of the waters of the Delaware river for 
water supply purposes which, in the 
words of the United States Supreme 
Court, is the highest use to which such 
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waters can be put. Such highest use 
must be preserved and protected. 

“It is generally agreed that the 
proper development of the water re- 
sources of the Delaware river can only 
be accomplished by compliance with a 
well-conceived unified plan in which all 
phases of improvements are fully co- 
ordinated. The proposed single purpose 
use project was not conceived with that 
objective in mind.” 


o-* observers indicate that the first 
of these conclusions could mean a 
court appeal by Incodel in the event the 
FPC grants a license to Electric Power. 
It is pointed out, however, that the In- 
terstate Commission is the joint agency 
of the governments of four states and, 
as such, would advise those state gov- 
ernments in the matter, but would be 
guided by their decisions. 

The original application of the com- 
pany calling for diversion of water 
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from one of the proposed reservoirs to 
another reservoir and from the latter to 
supply water for municipal purposes, 
was objected to by the city of Phila- 
delphia and the state of Pennsylvania. 
Asa result, FPC advised those authori- 
ties that any action it might take on the 
hydro phase of the project would not 
include water supply, as the commis- 
sion has no jurisdiction over the use 
or diversion of water from streams for 
that purpose. 

Electric Power then requested the 
commission to eliminate the water sup- 
ply plan from its application for a li- 
cense, and to consider the hydro plan. 

The FPC, in an order issued Decem- 
ber 11, 1947, dismissed the application 
of Electric Power “because applicant 
failed to complete the respective appli- 
cations as required by the Federal 
Power Act and the commission’s rules 
and regulations thereunder.” 

The commission stated that exhibit 
maps, showing the extent to which 
lands would be flooded by the project, 
were not included with the applications. 
Also announced as lacking were suffi- 
cient engineering and other data nec- 
essary for a complete understanding of 
the project and necessary to check its 
safety, adequacy, and economic feasi- 
bility as required. 


HE FPC stated that several letters 

were directed to the applicant ad- 
vising it in detail of the deficiencies. 
Supplemental information filed was 
termed insufficient to complete the ap- 
plications. 

“The applicant has advised that it 
is financially unable to obtain and sup- 
ply the additional engineering data re- 
quested by the commission’s staff,” 
said the December order. 
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Subsequently, the company advised 
the FPC that it was financially able to 
supply the additional engineering data 
and requested reinstatement of the ap- 
plications. Accordingly, the December 
order of dismissal was stayed and Elec- 
tric Power was granted six months 
from date of issuance of the stay order 
(January 14, 1948), within which to 
complete its applications. 

The sponsor states that he has re- 
tained a Scranton firm to make re- 
quired test borings. 

Electric Power, although it has 
amended its application before the 
FPC, still apparently plans to go 
through with that part of its project 
to divert water for sale to the city of 
Philadelphia and New Jersey munici- 
palities. The company claims that it 
could deliver up to 500,000,000 gallons 
of drinking water daily to Philadelphia 
and 150,000,000 gallons to New Jer- 
sey towns. 

In this connection a commission ap- 
pointed by Mayor Bernard Samuel of 
Philadelphia, a few years ago, studied 
the water needs of that city and investi- 
gated the possibilities of an upland 
water source. The group met with offi- 
cials of the states of New Jersey and 
Pennsylvania and representatives of 
Incodel regarding diversion of 500,- 
000,000 gallons of water a day. 


WO Cities situated on the Delaware 
river, which had earlier opposed 
the project, have withdrawn their op- 
position, but they have not come out 
in its favor. The city of Philadelphia 
opposed the development when it in- 
cluded the water diversion. 
A number of interesting questions 
would develop should the FPC approve 
the project as it now stands, calling for 
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hydroelectric installations and dams, 
and the company sought to proceed 
with its water program. There would 
be the issue of state authority involv- 
ing the need for approval by the New 
Jersey Water Policy Commission, De- 
partment of Conservation; the water 
and resources board, Pennsylvania De- 
partment of Forests and Water; and 
the New York Division of Water Sup- 
ply and Control, Department of Con- 
servation. 

The Supreme Court of the United 
States, through its 1931 decree settling 
a controversy between the city of New 
York, the state of New York, and the 
state of New Jersey, could have juris- 
diction in the matter. 

The Supreme Court at that time 


ruled in a case involving withheld 
water from the Neversink river, a non- 
navigable tributary of the Delaware 
river. - 

A special master appointed by the 
court to hear the case and make recom- 
mendations, found that the carrying 
out of the New York city plan would 
“have slight effect and no materially 
adverse effect on the navigation and 
navigable capacity of the tidal and non- 
tidal sections of the Delaware river.” 
The Supreme Court denied New Jer- 
sey’s request for an injunction but re- 
tained jurisdiction. 

The case could be further compli- 
cated should pending legislation to re- 
define navigable streams be enacted by 
Congress. 





walt Fe: are serious times. We've listened for years to 
the woeful, discouraged cry of a mature economy. 
“Then, suddenly, we find the curtain lifting, and we realize 


that the frontiers of production are without limit ; that there lies 
before us—not only here, but in all the world—the oppor- 
tunity for a life of such abundance as no one ever dreamed. 

“But, with this changing view, there comes enormous re- 
sponsibility, It calls for statesmanlike thinking on the part of 
everyone—managers and workers, producers and consumers, 
taxpayers, and those on the public payroll. 

“In this world, there is no longer place for anyone to reap all 
of the profits that the traffic will bear. And, broadly speaking, 
that means in profits, gains, and security of every kind. 

“We must work, we must take advantage of the opportunities 
before us—that our fellowman—abroad, as well as here at home 
—may share in this abundance.” 

—Cnar es J. STILWELL, 
President, The Warner & Swasey Company. 
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The Utility Supervisor 
Under the Taft-Hartley Law 


The relationship between management and the employees 

depends very largely, in the opinion of the author, upon the 

action of the direct supervision of the working force under the 
new act. 


By ALFRED M. COOPER* 


the United States, both publicly 
and privately owned, have suf- 
fered in greater or less degree from 


Gite 1935, the electric utilities of 


the onerous restrictions imposed by the 
politically inspired and lopsided Wag- 
ner Labor Relations Act. In this re- 
spect the management of these utilities 
has been in the same boat with the man- 
agement of many large industrial 
organizations of America. 

Most electric utility organizations 
have for many years employed union 
workers, particularly in their overhead 
and underground line departments, and 
as station operators. More recently, in 
many instances, even the clerical em- 
ployees of these utilities have been 
organized. 

During this 12-year period of con- 
tinuous labor unrest there have oc- 
curred instances in which union 
leaders have called strikes in electric 


*Professional writer of business articles, 
Banning, California. 
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utilities that have worked serious hard- 
ships on the communities served by 
these utilities, yet in which there was 
involved no issue whatever of in- 
creased wages or improved working 
conditions for the members of these 
unions. A case’in point was the strike, 
some years ago, of all employees of 
the bureau of power and light, city 
of Los Angeles, which paralyzed a 
great industrial center in wartime. This 
strike was called, as the labor leaders 
openly stated, because these officials 
were not satisfied with the existing per- 
sonnel of the management of that 
municipally owned electric utility. 
On the other hand, there have been 
instances in which reputedly hard- 
boiled labor leaders have surprisingly 
codperated with the management of 
privately owned electric utilities in an 
effort to forestall attempts of Federal 
bureaus to socialize the entire power in- 
dustry of a sizable region. Such an 
instance occurred in the Pacific North- 
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west a few years ago when Dave Beck 
sided with the management of a num- 
ber of electric utilities to defeat a move- 
ment to place all public utilities in that 
area under government ownership. 

However, the managements of some 
electric utilities have been unfortunate 
in having to deal with another labor 
organization which, until the passage 
of the Taft-Hartley Law, controlled 
the very lives of its electrical workers 
(especially linemen and station opera- 
tors) and which, on the word of 
Walter Reuther, is wholly controlled 
by Communists. 


iy is little wonder, then, that utility 
management noted with interest the 
enactment of the Taft-Hartley Law. 

Since the enactment of the Taft- 
Hartley Law last August there has 
taken place a sharp revision of public 
attitude toward this piece of labor leg- 
islation. At first the new law was re- 
garded, even in some managerial 
circles, as at best a “noble experiment.” 
Most of the early press comment on 
this law took the form of wonderment 
as to just what our powerful labor 
leaders would do to it. Even intelligent 
editorialists and columnists jumped to 
the conclusion that this legislation was 
an attack on the rights of the working- 
man. 

In the space of a few months there 
has been a profound change in the pub- 
lic’s attitude toward the Taft-Hartley 
Law, and, although it may be amended 
from time to time, unquestionably this 
law is coming to be recognized as a 
working basis for a new era in Ameri- 
can industrial relations. Any future 
amendments to this law will, in all 
probability, strengthen rather than 
weaken it. 
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Anau and despite the fact that 
many labor leaders have been 
vehement in its denunciation as was 
management in its protests against the 
Wagner Labor Relations Act of 1935, 
surveys prove that nearly half of the 
members of our labor unions now favor 
this law, and 74 per cent of these union 
members favor the provisions of the 
new law, when they are informed of 
the nature of these provisions. In other 
words, it is just a question of time until 
a majority of all organized workers 
will learn what the provisions of this 
law really are, and discover that, rather 
than “enslaving” the workingman, this 
statute actually compares, in its special- 
ized application, with Lincoln’s Eman- 
cipation Proclamation. It is not idle 
rhetoric to say that the Taft-Hartley 
Law has set the American industrial 
worker free from a good many fetters 
of the Wagner Act. 

It is fashionable in some quarters to 
refer to this new law as a victory for 
management over the labor leaders and 
ultra-liberal politicians. This is not 
true. The Congress that enacted the 
Taft-Hartley Law was elected by a 
popular vote that could not have ma- 
terialized unless millions of members 
of our labor organizations had cast 
their ballots for candidates who were 
strongly committed to a revision of our 
existing labor laws. The Taft-Hartley 
Law represents a challenge and a splen- 
did opportunity to industrial manage- 
ment, but the real victor and benefici- 
ary in this fight is the American work- 


ingman. 


© prnaray management can well af- 
ford to welcome this new era in © 
labor relations and, having learned a 
bitter lesson in recent years, will prob- 
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ably make every effort to meet the em- 
ployee a little more than halfway in 
the opportunity afforded by this law 
to develop a closer relationship with its 
employees. This situation makes pos- 
sible the improvement of industrial re- 
lations throughout our utilities, and 
even the labor leaders may eventually 
concede that the Taft-Hartley Law was 
the best thing that has ever happened 
to organized labor. 

With management satisfied, the 
workingman coming to recognize this 
new law as of benefit to himself, the 
labor leaders learning to respect this 
piece of legislation, and the general 
public well pleased with the new indus- 
trial setup, it might appear that the 
Taft-Hartley Law is an unadulterated 
blessing to everyone. Undoubtedly it 
will eventually become recognized as 
such a universal benefaction, but right 
now there exists one very important 
group in our public utilities who finds 
this new law something of a headache. 
I refer to the supervisory force in any 
utility organization in which the em- 
ployees are wholly or partly organized 
—those line foremen, chief operators, 
and office managers to whom such a 
working force reports directly. 


T is a fact that the success of the 
Taft-Hartley Law, and the improve- 
ment of the relationship between man- 
agement and the workers, depends very 


e 


largely upon the action of the direct 
supervisor of the working force under 
the provisions of this law. 

The experience of a large percentage, 
perhaps of a majority, of the afore- 
mentioned utility supervisors has been 
confined to the years of regimented in- 
dustry in the span between 1935 and 
1947, 

Under the industrial relations set- 
up in effect during this period the 
supervisor was forced to learn strange 
and devious methods of handling a 
group of subordinates who in turn 
were forced to divide their allegiance 
between their union bosses and their 
company boss. Now, all of a sudden, 
the supervisor finds himself faced with 
the necessity of functioning as the sole 
boss of his working force. He must 
get out increased production, and he 
cannot shift the blame for failure to do 
a good job to any union representative. 


[I you will consider for a moment 
the principal provisions of the Taft- 
Hartley Law, you will see how 
each of these affects the relationship of 
the utility foreman or office supervisor 
of a group of organized employees to 
those reporting to him. The Taft- 
Hartley Law, in addition to prohibiting 
the utility foreman from joining any 
labor union, provides the following 
rights and protection for the work- 
man: 


change in the public’s attitude toward the Taft-Hartley Law, 


q “In the space of a few months there has been a profound 


and, although it may be amended from time to time, unques- 
tionably this law is coming to be recognized as a working 
basis for a new era in American industrial relations. Any 
future amendments to this law will, in all probability, 
strengthen rather than weaken it.” 
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1. He cannot be fired from his job at 
his union’s behest for any cause other 
than nonpayment of union dues. 

2. He may use his own discretion 
about joining a union and must not be 
coerced into so joining. 

3. He may, by majority vote, decide 
whether he and his fellow workers 
wish to continue a given union in 
power in their company, change to 
another union, or dispense with a 
union entirely in that organization. 

4. He need not join a union whose 
initiation fees, in the estimation of the 
NLRB are excessive. 

5. He need not submit to compulsory 
checkoff of his union dues. 

6. He may carry his grievances di- 
rectly to his foreman rather than de- 
pend on a union grievance committee 
to look after his interests. 

7. He need not waste so much time 
striking, since jurisdictional strikes 
and secondary boycotts are declared 
illegal. 

8. If highly skilled, he need not be- 
long to a union predominately made up 
of unskilled workmen whose interests 
may be at variance with his own. 

9. If a member of an independent 
union, he may have equal rights with 
members of CIO and AFL unions. 

10. He must be freed from Com- 
munist control in his union. 

11. He must be permitted an oppor- 
tunity to ascertain exactly how the ex- 
ecutives of his union spend the money 
he pays in as dues. 

12. He cannot be held personally li- 
able in lawsuits brought against his 
union. : 

13. He cannot be coerced into mak- 
ing contributions intended to be used 
to influence the election of political 
candidates. 

14. He must be given protection in 
regard to the administration of the 
health and welfare funds collected 
from him by his union, in order that 
no other use be made of this money. 


Rc ncayonr over the foregoing four- 
teen points, it may be readily seen 
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that each of these, in greater or lesser 
degree, strengthens the position of the 
utility foreman in his relationship with 
his subordinates, but also adds to this 
supervisor s responsibilities. 

Those several sections of the law 
which specifically transfer power from 
the hands of a few union officials to the 
control of the rank and file of the mem- 
bership of a union, will prove extreme- 
ly helpful to the utility supervisor as 
soon as he learns or relearns how to 
deal directly with his subordinates. As 
the employee once more gains individu- 
ality and ceases to be one of a helpless 
group of regimented workers, he can 
establish a friendlier, more codperative 
relationship with his immediate su- 
perior without fear of being punished 
for fraternizing with a representative 
of management. 

Number one, of the provisions above 
listed, operates directly to return to the 
utility foreman or office supervisor 
more responsibility for keeping good 
men on the payroll and detaching there- 
from those drones who will not pro- 
duce, but who have stood well with their 
union officials. Anything that reserves 
recommendation for discharge as a pre- 
rogative of the utility supervisor 
strengthens his position immensely, and 
correspondingly increases the respect 
of his subordinates for him. But tt has 
been many a year since a foreman has 
had much to say about the hiring or 
firing of employees, and it will take 
time for him to learn how to discharge 
this responsibility to the best interests 
of the working force and his manage- 
ment. 


N UMBER six, of the foregoing tabu- 
ulation, is obviously intended to 
place the responsibility for the han- 
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THE UTILITY SUPERVISOR UNDER THE TAFT-HARTLEY LAW 








Benefits of New Law to Workingman 


sad Bsc Taft-Hartley Law represents a challenge and a splendid 
opportunity to industrial management, but the real victor and 
beneficiary in this fight is the American workingman. Utility manage- 
ment can well afford to welcome this new era in labor relations and, 
having learned a bitter lesson in recent years, will probably make every 
effort to meet the employee alittle more than halfway in the opportunity 
afforded by this law to develop a closer relationship with its employees.” 





dling of grievances and complaints 
squarely where it belongs—on the 
shoulders of the direct supervisor of 
the workman who has the grievance. 
Every utility supervisor with whom I 
have discussed this law strongly favors 
this stipulation. But here again it has 
been twelve years since any such fore- 
man has dared to adjust the grievances 
of any subordinate of his. 

Likewise with section number ten 
above. In the estimation of the utility 
foreman, anything which helps the 
workingman to throw off the domina- 
tion of communistic influences in his 
union must make these subversive 
machinations less of a factor in the 
foreman’s job. Now the supervisor can 
make his decisions without wondering 
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how some self-styled revolutionary who 
may be holding office in a labor union 
is going to feel about his actions. As 
I have said, this provision will be of 
especial benefit to those supervisors 
whose subordinates have been under 
the domination of a Communist-con- 
trolled electrical workers’ union. 


N connection with number thirteen 

in the list of benefits derived by the 
workingman from the Taft-Hartley 
Law, the utility foreman may well re- 
jotce when political action ceases to be 
a part of legitimate union activity. 
That time has not yet come, but it in- 
evitably will. It is unthinkable that the 
Taft-Hartley Law can be properly en- 
forced until certain arbitrary labor 
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leaders have been removed from con- 
trol of our unions. In the opinion of 
this writer, this will be accomplished 
much sooner than is now considered 
by many observers to be possible. 

In connection with this matter of the 
effect of the Taft-Hartley Law on 
political activities of unions, Raymond 
S. Smethurst, general counsel of the 
National Association of Manufactur- 
ers, recently said, “The objection of 
labor leaders to the law is perfectly 
understandable, and in most cases I do 
not believe it is subversive. None of us 
like or invite regulation—management 
didn’t like the Wagner Act any better. 
But I believe labor leaders represent 
their membership more accurately on 
economic matters than they do on 
political questions. In this case they do 
not reflect the opinions of the rank and 
file.” 

Despite the enormous propaganda 
campaign that has been launched to dis- 
credit the Taft-Hartley Law with the 
man on the job, the foregoing observa- 
tion of Mr. Smethurst continues to 
hold good. As this writer has in the 
past stated in Pusiic UTILITIES Fort- 
NIGHTLY, there has never existed in 
any real sense a bona fide “labor vote” 
in this country, of the sort that any 
labor leader could wrap up and deliver 
when called upon to do so. This fact 
will become increasingly evident in elec- 
tions held in the years ahead. 


M*** executives of public utilities 
and other industrial organiza- 
tions have recently expressed them- 
selves as favoring definite steps on the 
part of management to make the fore- 
man feel that he is an important factor 
in management. One such executive 
summed up the situation by saying, “I 
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prefer to call our foremen ‘junior ex- 
ecutives,’ and I think they should re- 
ceive all the privileges the president of 
the company has, such as not punching 
a time clock, reserved parking places, 
desks and offices of their own, and, of 
course, higher pay than the men under 
them.” 

This executive goes on to say that 
many of these foremen have been mem- 
bers of unions in their years as work- 
men, that they even yet retain the union 
viewpoint in many matters pertaining 
to their subordinates’ jobs, and that 
there is now nothing in this to conflict 
with the foreman also adopting the 
viewpoint of management in affairs 
pertaining to the utility’s operation. 

Other industrial executives have ex- 
pressed themselves as delighted with 
the opportunity once more furnished 
to management to institute programs 
of employee participation in manage- 
ment, similar to that incorporated in 
the so-called McCormick Plan, which 
is now in effect in more than 500. 
American industrial and commercial 
concerns. 


Por McCormick Plan limits par- 
ticipation in management only to 
the supervisory force. However, we 
may reasonably look forward to a time 
when every employee of a utility cor- 
poration will be consulted in the formu- 
lation of managerial policy pertaining 
to matters affecting the welfare of the 
employee. Such a plan might conceiv- 
ably follow the method for developing 
employee participation in management 
as outlined by this writer five years ago 
in the January 7, 1943, issue of Pusiic 
Utiuities Fortnicutty.! 


*“Codperation between Utility M ent 


and Labor,” Vol. XXXI, No. 1, page 15. 
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The average utility foreman certain- 
ly will welcome all of the changes in his 
job brought about by the Taft-Hartley 
Law. As the key man in industry he will 
appreciate the renewed opportunity to 
develop morale in his working force, to 
look after the welfare of his subordi- 
nates, to get out production without 
permitting slow-downs or slipshod per- 
formance anywhere within his organi- 
zation, and to do all of these things 
without the necessity of dividing au- 
thority with individuals not in the em- 
ploy of his company. 

When all of the hue and cry against 
the Taft-Hartley Law has died away, 
and both the workman and the public 
come to appreciate fully the fine serv- 
ice it renders to them, it will become 
increasingly easy for the utility fore- 
man and office supervisor to resume 
their proper relationship of guide, 
counselor, and friend to those who re- 
port to them. For twelve long years we 
have been proving that there is no sub- 
stitute for such a relationship, in terms 
of employee morale and production. 


C is possible that there will occur ex- 
ceptional instances in which a util- 
ity foreman will be so remiss as to take 
advantage of his increased authority 
and adopt hard-boiled tactics in dealing 
with his subordinates. In such cases, 
recollection of the restrictions he en- 
dured during the past twelve years 
should quickly correct such tendencies 
on the part of any supervisor. Other- 
wise, it is unlikely that management, 
which also has suffered for years from 
the same yoke, will permit any foreman 
to continue long on the job who 
threatens by his conduct to bring about 
a return to these irksome restrictions. 

Even before the enactment of the 


Taft-Hartley Law I frequently dis- 
cussed with utility foremen the matter 
of these supervisors affiliating them- 
selves with labor unions. Foremen do 
not always care to go on record in this 
matter, but at heart I believe every one 
of them who is worth his salt as a super- 
visor was delighted to see the no-union 
proviso included in the Taft-Hartley 
Law. This section of the law, he felt, 
took the pressure off of him to join a 
union, and clearly defined his status as a 
member of the management group in 
industry. Some day it will be general- 
ly recognized that the effort to unionize 
foremen was a costly error on the part 
of labor leaders and, more than any 
other factor, brought about the correc- 
tive revision of the Wagner Act in 
1947. 


HE utility foreman who has a 

proper perspective on his job as 
the boss of a group of workmen keenly 
feels his responsibility for maintaining 
the welfare and morale of these people. 
He is ready to go to the mat for them 
in the front office, if this should prove 
necessary. He is also willing to be held 
solely responsible for what goes on in 
his department so long as his hands are 
not tied in matters pertaining to his re- 
lationship with his workmen or with 
his own superior. The moment the 
foreman joins a union this vital dual 
relationship is upset, and much of the 
value of the foreman to his organiza- 
tion is lost. 

The smart foreman has always 
known this to be true, and has shied 
away from union membership until the 
pressure became too great to be with- 
stood. The other rather rare type of 
foreman, who has conceived his destiny 
to be that of a protector of the down- 
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trodden laborer against his oppressors 
in a capitalistic society, unquestionably 
will soon be conspicious by his absence 
in utility circles. There is every reason 
to believe that a certain number of these 
fellow-travelers have infiltrated into 
supervisory jobs in some of our. utili- 
ties. Under the healthier atmosphere 
created by the Taft-Hartley Law some 
changes can be made. 


ty the foregoing discussion of the 

effect of the provisions of the Taft- 
Hartley Law on the work of the in- 
dustrial supervisor, I have emphasized 
the problems faced by utility super- 
visors in handling subordinates under 
the new industrial setup. In greater or 
less degree, everything that I have said 
applies to the office, field, or shop su- 
pervisor in any industrial organization 
in which the employees are wholly or 
in part organized. 

This is an excellent thing, since any 
improvement that will increase produc- 
tion and cut costs throughout industry 
will have a definitely beneficial effect on 
production costs in the public utility 
corporation. To this writer it appears 
that the Taft-Hartley Law cannot fail 
to effect just such improvements as 


these in every industrial organization 
in America, And this will be true 
whether or not the employees of any 
given corporation at present are, or are 
not, members of any labor union. 

Summing up, it would seem that 
there are socially desirable benefits con- 
ferred upon utility management by the 
Taft-Hartley Law. Very soon it will 
be generally understood that this law 
is not a “slave act,” but wholly advan- 
tageous to the utility employee. In 
view of the results of the survey al- 
ready noted, it would appear that utility 
management and industrial manage- 
ment, generally, have a definite respon- 
sibility to see to it that every employee 
in the organization is fully informed 
as to the actual provisions of the Taft- 
Hartley Law, and this might well be 
done as soon as possible. 

The utility supervisor also will 
strongly benefit by the provisions of 
this new labor control law, but in many 
instances he will first find it necessary 
to revise his methods of handling em- 
ployees who, for the first time in twelve 
years, are free to deal directly with him 
on problems in human relations which, 
since 1935, have been handled only by 
union representatives. 





el i high apostles of this thing called Communism are 
not interested in what advantages it furnishes for the 


mass of people. They are interested in power, which 1s what 
interests any tyrant or set of tyrants. They have some theories 
and doctrines which win the devotion of an appreciable number 
of people, many of whom do not understand the doctrines. Any 
tyrant the world has ever seen had the same trappings in one 
form or another. Hitler had them. Mussolini had them. There 
never has been a tyrant that could not win followers who would 
gladly march out and die on the mistaken notion that they were 
fighting for some principle instead of merely sacrificing them- 
selves to some individual's lust for power.” 
—EDITORIAL STATEMENT, 
The Wall Street Journal. 
APR. 8, 1948 486 








Probing Public Opinion 
Before Advertising 


What lessons can utility companies draw from a public opinion survey? 

Here are some thoughts based on actual experience within the knowledge 

of this writer. An appraisal of the use and value of this technique m 
its relation to public utility company advertising programs. 


By ROBERT W. PRATT* 


CIENTIFIC sampling of public 
S opinion is not a new idea to pub- 
lic utility executives. Results of 
this type of study have been used for a 
number of years to aid in making de- 
cisions regarding public relations and 
advertising. Additional and continuing 
analysis does produce new ideas of 
practical value. 

The ideas presented here are the re- 
sults of studies made primarily for op- 
erating companies of an important 
regional electric system. It is clear from 
these that there are certain broad areas 
of electric utility public relations which 
are not as favorable as utility execu- 
tives would like them to be. Pointing 
public relations policies and advertising 
campaigns toward these public atti- 
tudes which are not as good as might 
be desired can make a continuing con- 
tribution to general betterment. In fact, 
the practicability of the ideas is being 


*Public opinion and market research con- 
sultant. See “Pages with the Editors.” 
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demonstrated now by certain New 
England companies. 

Let us plunge right into the facts 
with a few words about public attitude 
toward the service of electric utilities. 
In interviewing the public we have 
found that almost everyone can answer 
questions about electric company serv- 
ice, and almost everyone does so when 


. asked. More people have opinions con- 


cerning the service of electric light 
companies than have opinions concern- 
ing the service of other utility and non- 
utility businesses, and these opinions 
are overwhelmingly favorable. Criti- 
cism and dissatisfaction with such 
basic elements of service as mainte- 
nance of power service, even voltage, 
and promptness in attending to meter 
connect and disconnect orders, have 
been negligible. The product, and the 
manner in which it is delivered to serv- 
ice outlets, is accepted as very good. 
This is, perhaps, the strongest point 
of electric utility public relations. 
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NE of the two troublesome fea- 
tures of electric utility public 
relations is public indifference toward 
the companies. We have good evidence 
that the vast majority of members of 
the general public, while not hostile or 
unfriendly toward electric utilities, are 
not especially friendly either. They are 
just apathetic. 

This indifference is, I believe, a 
product of the impersonality with 
which the affairs of an electric utility, 
especially in the larger places, are, 
necessarily or not, conducted. A cus- 
tomer’s principal contact with the com- 
pany is the light switch. There is noth- 
ing very personal about that. Customer 
contacts with company personnel to- 
day are in many instances accidental 
and casual. There is little scientific 
follow-through in customer contacts of 
a type that might develop among cus- 
tomers a feeling of being personally ac- 
quainted with the company as they may 
be, for example, with their grocer or 
filling station operator. 

Today, in nearly all companies, the 
principal source of customer contact 
with company personnel in a business 
way is probably with the clerks to 
whom bills are paid. Other contacts 
are with meter readers, telephone op- 
erators, servicemen, company sales- 
men, and home economics and other 
promotional personnel. These contacts 
are, for the most part, infrequent and 
irregular. The meter reader becomes 
just a number on a hat or a badge. The 
account becomes another number and 
so on with other contacts—just so 
many cold-blooded numbers. There is, 
of course, the service club and civic 
activity of company officials in most 
places. Fine, as far as they go, but it 
is doubtful whether knowledge of, and 
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participation in, these activities pene- 
trates down to the mass of customers, 
especially in the larger cities. 


HERE remain the social contacts of 

company personnel in their private 
lives. Such contacts touch a lot of 
people, but these are necessarily only a 
part of the mass of customers. Observe 
that we are not considering here the 
quality of the personal contacts that do 
occur, This is important, and most 
management is aware of it, but it is 
another story. We are considering here 
only the question of to what extent 
personal contacts occur at all. 

It appears that the personal contacts 
of electric utilities with their customers 
are, by and large, less regular and less 
frequent than would be desirable. Co- 
incidentally, with this we find an at- 
titude of indifference toward the com- 
panies together with some evidence of 
a relationship between the two ele- 
ments. 

One other noteworthy point of elec- 
tric utility public relations is public at- 
titude toward the cost of electricity. 
By this, I mean psychological or emo- 
tional attitude. It is not necessarily a 
rational attitude, in the sense that it is 
factually based, or the result of any 
conscious thought process. But what- 
ever it is, it’s there. 


H™ are some interesting facts 
about public attitudes concern- 
ing the cost of electricity. These facts 
are derived from studies conducted 
from 1943 through the early part of 
1947 in fifteen different electric utility 
operating territories well distributed 
throughout two populous adjoining 
states served by the system. 


1. Unsound comparison. There are 
more people who feel that the cost of 
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electricity is high than there are who 
feel this way about other cost-of- 
living items, with the exception of 
food. Such other items include gas, 
telephone, water, rent, and taxes. The 
actual number who consider electricity 
high is about four out of ten. 

2. Arbitrary attitude. In four of the 
territories those who felt electricity 
was high were asked what they thought 
this was due to. More than six out of 
ten were unable to say. 

3. Ignorance as to rates. In four ter- 
ritories, not one single person asked 
was able to name correctly the domes- 
tic rate in effect in his territory. In ten 
territories, only one-half of those in- 
terviewed were aware of the existence 
of a step rate. In eight territories, 
awareness of recent rate reductions 
was tested, and it was found that fewer 
than one out of ten had any such 
awareness. 

4. Inability to relate cost with usage. 
People with high electric bills are more 
likely to consider the cost of electricity 
high than are those with low bills 
despite the fact that they actually pay 
a lower price per unit of electricity 
used. 


SG Be things seem clear. First, public 
attitude concerning the cost of 
electricity is less favorable than it de- 
serves to be. Second, people’s feelings 
about the cost of electricity are not the 
product of conscious thought processes. 

Now, to look at a phenomenon 
which may seem even more surprising 
in the light of what has just been said. 
There does tend to be a relationship 
between the attitude toward the cost 


of electricity in a territory and the ac- 
tual rate in effect there. In other words, 
the public attitude is generally more 
favorable in areas where lower rates 
prevail than in areas with higher rates, 
even though the public, as we have seen, 
does not seem to show any noticeable 
degree of accurate information or even 
awareness as to what the rates are in 
precise terms or how they compare 
with other areas. This is what we 
might ordinarily expect. But wait—. 
Strange though it may seem, there are 
some factors which upset this relation- 
ship in certain territories. Agitation 
for municipal ownership most often 
centers around the question of the cost 
of electricity. Our study shows that 
such agitation has the effect of making 
the attitude of the public more critical 
toward the prevailing rate level than 
would be justifiable by mere compari- 
son with rate levels in other areas. 


oO" the other hand, one of the fifteen 
territories studied showed an at- 
titude toward the cost of electricity 
relatively more favorable than that 
which might be expected from the rate. 
On all other points of public relations 
on which it is possible to make compari- 
sons with the other territories, this 
particular territory came out on top. 
Thus we have a situation where good 
public relations in matters unrelated 
to the cost of electricity evidently pro- 
duce, or at least are found coin- 


a 


public relations is public INDIFFERENCE toward the com- 


q “ONE of the two troublesome features of electric utility 


panies. We have good evidence that the vast majority of 
members of the general public, while not hostile or unfriendly 
toward electric utilities, are not especially friendly either. 


They are just apathetic.” 
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cidentally with, a better attitude toward 
the cost of electricity than might other- 
wise have been expected. 

Detailed analysis of the situation in 
these fifteen territories leaves us with 
two highly significant conclusions. 
First, it seems clear that if public at- 
titude toward the cost of electricity is 
subjected to approximately the same in- 
fluences in each of a number of terri- 
tories having varying rates, it will find 
a natural level corresponding reason- 
ably well with the actual rates. Second, 
there is evidence to suggest that public 
attitude concerning the cost of elec- 
tricity can be influenced by factors 
other than the rate itself, and that it 
can be influenced favorably as well as 
unfavorably. 

Now, to relate all this to the prob- 
lem of utility advertising, What is the 
importance of these facts to the con- 
cept and preparation of electric utility 
advertising copy? 


| oy us summarize, for a moment, the 
ground we have just been over. 
We have noted three important facts 
about public relations. First, the prod- 
uct of electric public utilities is ac- 
cepted as very good, indeed. Second, 
customers of electric public utilities are 
indifferent toward the companies and 
this seems to have something to do with 
the impersonality of their relations 
with the companies. Third, public at- 
titude concerning the cost of electricity 
in many cases is less favorable and less 
well informed than it should be. 

It would seem, then, that two major 
public relations objectives for electric 
utilities should be (1) to reduce the 
impersonality of the companies, and 
(2) to improve public attitude concern- 
ing the cost of electricity. In working 


toward these objectives advertising can 
play a part. 

How can advertising do this most 
effectively ? 

The study suggests that public ac- 
ceptance of the product gives electric 
utility advertising something strong 
and basic to tie to. There seems to be 
little need to sell the merit of electric 
service, per se. It sells itself. And gen- 
eral acceptance of the merit of the 
product provides a basic copy theme to 
which can be tied ideas which are pres- 
ently less well established in the public 
mind but which it may be equally im- 
portant to have the public accept. 


C ONSIDERING the problem of the im- 
personality of electric utilities, 
this obviously can be reduced to the 
ultimate extent only by people; that is, 
by more and better personal contacts 
between company personnel and cus- 
tomers. However, advertising which 
is concerned with the basic problem 
of the need for reducing impersonality 
in mind can certainly make a contribu- 
tion. Institutional advertisements 
dramatizing the human element in the 
providing of service fit this concept. 
Such advertisements illustrate the 
effective coupling of an idea which it 
is desired to establish (“we are 
people”) to one which the public al- 
ready accepts (“‘service is excellent’’). 
Radio on the local level, because it 
utilizes the human voice, is effectively 
used to cope with the problem of im- 
personality. 

As to the methods by which public 
attitude toward the cost of electricity 
might be improved, a number of ways 
suggest themselves. Some of these 
seem to me sound and others unsound. 

To look at the unsound first, it seems 
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Customer Contact with Personnel 


dl ewvers in nearly all companies, the principal source of customer 

contact with company personnel in a business way is probably 

with the clerks to whom bills are paid. Other contacts are with meter 

readers, telephone operators, servicemen, company salesmen, and home 

economics and other promotional personnel. These contacts are, for the 
most part, infrequent and irregular.” 





that it is unsound to try to improve 
public attitude toward the cost of elec- 
tricity by talking factually about rates 
in advertising copy. First, the figures 
mean nothing by themselves. Custom- 
ers do not know whether 2 cents or 3 
cents or 5 cents per kilowatt hour is 
low, as may be claimed, unless they can 
make comparison with some kind of 
yardstick. Second, money and energy 
are spent establishing a fact which is 
subject to change. Third, controversy 
is invited. Fourth, and possibly most 
important, we are not dealing with a 
rational attitude, anyway. 


HERE is, however, one kind of fac- 

tual reference to rates in adver- 
tising that seems both sound and 
desirable. This is the use of copy 
pointing to the historical downward 
trend of electric rates. This theme 
should not be disqualified as untimely 
now, on the ground that some rate 
increases may be inevitable, As a mat- 
ter of fact, in view of the upward 
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movement of practically all prices ex- 
cept the price of electricity, such copy 
may tend to develop a better receptive- 
ness for higher rates, if they come. 
It must be kept in mind that the 
attitude we seek to influence is not pre- 
cisely rational. But that may make it 
easier to influence in a broad way. In 
any event, I doubt if it can be influ- 
enced much by a purely mathematically 
reasoned appeal. Why not just deal 
with public opinidn as it comes? We 
don’t have to “write down” to it or be 
patronizing about it. After all, it is not 
only human but justifiable for the pub- 
lic, preoccupied with its own affairs in 
these hectic times, to resist unnecessary 
demands on its time and attention for 
precise education in technical details 
of somebody else’s business. We can’t 
expect the average man to carry our 
rate schedules around in his head, any- 
more than the U. S. Treasury could 
expect him to carry income tax rates 
around in his head—or the taxes he 
pays on cigarettes, etc. 
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Ww™= are some approaches along 
this line that might be success- 
ful? First, there are the slogans. 
“L.S.M.F.T.” It is generally accepted 
that slogans can be made to stick in di- 
rect ratio to the amount of reiteration 
they are given. Is there any reason to 
believe that the simple idea that elec- 
tricity is cheap cannot be made to stick 
in the public mind by reiteration ? 

The phrase, “electricity is cheap,”* 
is about the simplest possible statement 
of the idea that it is desired to instill. 
It makes its point without the use of 
figures, and it is a statement that can 
be defended, regardless of rates in any 
locality, in terms of the manifest bene- 


*To the critical suggestion that the word 
“cheap” is dangerous or objectionable, I sub- 
mit this explanation: The current meaning of 
“cheap,” used as an adjective, is defined in 
Webster’s as: (1) of small cost or price, (2) 
of comparatively small value or slight esteem. 
Allen lists the following synonyms: inexpen- 
sive, economical, low-priced, vulgar, meri- 
tricious, base, paltry, gaudy, easy (colloq.), 
and popular (colloqg.). Out of this ow 
catalogue of meanings, obviously the only pos- 
sible connotation of “cheap” when only Os, 
electricity would be “inexpensive,” hens 
cal,” “low-priced.” This is because the inherent 
nature of a kilowatt hour of service makes it 
uniform and standard as to quality. One unit 
is, of necessity, just like another, even though 
the price may be different. Hence “cheap” when 
used in connection with electricity must refer 
to cost. It could not possibly mean “vulgar,” 
“gaudy,” or other connotations of quality, be- 
cause they simply could not apply. In any 
event, it seems to me the number of people 
who would actually worry over such a fine 
point would be negligible. On the other hand, 
the overwhelmingly popular meaning of the 
word “cheap” in these days of high prices is 
almost bound to be a favorable one. 


fits of electricity. The phrase, “elec- 
tricity is cheap,” has, of course, been 
used as part of a slogan designed to 
promote lighting, but this is not quite 
the same purpose as that suggested 
here. 

An indirect but effective way of 
furthering the idea that electricity is 
economical is by means of copy which 
has the effect of reminding people of 
the value received for an electric dol- 
lar. We have already noted that atti- 
tude concerning the cost of electricity 
deteriorates as the size of the bill in- 
creases. The situation with which ad- 
vertising copes is illustrated by the 
following : A customer buys an electric 
refrigerator. He expects his bill to go 
up. If he has been well sold, he has been 
told about how much this increase will 
be and he is not surprised or resentful 
when his first bill comes in. He is still 
mindful of the mess and inconvenience 
and spoiled food incidental to his old 
ice box. But gradually he loses sight 
of the old inconveniences. He takes the 
new for granted. He is progressively 
less conscious of the new. But the bills 
keep coming, and the bills stay up. 

To repeat the gist of these last few 
paragraphs, two effective ways to im- 
prove public attitude toward the cost 
of electricity are, first, by constant re- 
iteration of the idea that electricity is 
cheap or economical, and, second, by 
constantly reminding people of the 
value received for an electric dollar. 





4 by certain politically minded labor racketeer leaders should 

call a ruinous strike wave at the present time, while our 
free enterprise system is trying to meet the situation, not only 
would we be plunged into ruinous inflation but the permanent 
stranglehold of state Socialism would be forced on this people.” 


—ALEXANDER WILEY, 


U. S. Senator from Wisconsin. 
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Washington and the 
Utilities 


Whither FPC Control? 


HE sudden action of President Tru- 

man in withdrawing the nomination 
of Burton N. Behling to the FPC va- 
cancy just as the Senate Interstate and 
Foreign Commerce Committee was about 
to open hearings, was seen as the fruit 
of Senator O’Mahoney’s recent letter to 
President Truman indicating that he and 
other Democratic Senators would oppose 
the Behling nomination. The Senate com- 
mittee was prepared to act on March 19th 
and the President’s action was followed 
by a vain effort to get ex-Senator Mead 
of New York to accept. 

Where this action leaves the future 
control of the FPC is still a big question. 
Because of the complications which have 
been created, the White House might de- 
cide to let the vacancy ride, adding to it 
the additional vacancy which may occur 
next June when Commissioner Wimber- 
ly’s term expires. O’Mahoney has also 
indicated that he would oppose the re- 
appointment of Commissioner Wimber- 
ly, and it is understood that Commis- 
sioner Wimberly himself would prefer 
to return to his publishing business in 
Oklahoma. 

In any event, if the two vacancies go 
unfilled it would leave Commissioner 
Olds in the effective majority on the pol- 
icy matters in which he has split with 
Chairman Nelson Lee Smith. 

Washington observers are inclined to 
believe that, with Republican hopes run- 
ning high and with the campaign soon to 
enter the homestretch, it is doubtful if 
the President will be able to make very 
many major appointments to government 
posts between now and next November 
which the Republican Senate would be 
willing to confirm, Of course, there is al- 
ways a possibility of working out a com- 
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promise when there are two vacancies to 
fill instead of one—such as may have well 
occurred in bringing another Federal 
regulatory commission to full strength, 
earlier this year. 

co 


Unquiet Along the Potomac 


HEN President Truman came right 
out, in what is now known as his 
“Fighting St. Paddy’s Day Speech,” and 
called the turn on the Soviet aggression, 
it brought into clear focus any number 
of preparedness activities which have 
been going on inside Washington. Some 
of these have a direct bearing on the af- 
fairs and interest of the public utility 
industries. But what immediately comes 
to mind in this respect is the activity of 
the National Security Resources Board. 
This is a fairly new permanent civilian 
agency which was created by the National 
Security Act of 1947, and is directly re- 
sponsible to the President. It has only 
been in actual operation since December 
and is still feeling its way around the 
nation’s capital. But the task and scope 
of the board’s work are of utmost impor- 
tance. Its purpose can be summed up in 
the following six points: 


(1) To determine the status of na- 
tional resources in terms of materials, 
industrial plants, man power, and other 
essential factors; (2) to continuously 
review current problems in the light 
of our economic readiness for a pos- 
sible war; (3) to develop comprehen- 
sive plans to cover the administrative 
machinery that would be necessary in 
case of war to effectively channel and 
control production for the war effort 
while at the same time protecting our 
civilian economy ; (4) to determine the 
essential wartime civilian require- 
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ments, divided as between minimum 
consumer needs and the necessities for 
the maintenance and development of 
our industries. In the process this 
board will act as an interdepartmental 
coordinating agency and to this end 
has collected data on World War II 
experiences ; (5) to make plans for the 
conservation and stockpiling of stra- 
tegic and critical materials; (6) to 
study the strategic decentralization of 
industries, governmental and economic 
activities. 


Bg - new NSRB has blueprinted 20 
planning sections involving different 
phases cf industry. Three of these are 
directly concerned with public utilities. 
The power and utilities division would 
cover gas, electric, and steam services ; 
the communications division would in- 
clude telephone and telegraph services; 
and the transportation division would 
cover railroads, busses, trucks, and urban 
transit companies. It is apparent that this 
pattern roughly follows the old wartime 
setup which had its WPB offices of utili- 
ties (with a special communications di- 
vision) and Office of Defense Trans- 
portation. Even the chairman of the new 
board is a well-known executive with 
public utility background, Arthur M. 
Hill, member of the board of directors of 
the Greyhound Corporation and president 
of Charleston (West Virginia) Transit 
Company. Ex officio members of the 
board include Secretaries of the Treas- 
ury, Defense, Interior, Agriculture, Com- 
merce, and Labor. 

The same act which set up this board 
also unified the armed forces (Army, 
Navy, and Air Force) under the Secre- 
tary of Defense, now occupied in the per- 
son of Secretary Forrestal. An informal 
group of eleven industrial leaders will 
confer with Chairman Hill on co6rdinat- 
ing the board’s program in its contacts 
with private industry. Two of these men 
are well known in utility circles also: 
President Charles E. Wilson of General 
Electric and William H. Harrison, vice 
president of American Telephone and 
Telegraph Company. 

Two other agencies are fretting about 
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the condition of the nation’s utility re- 
serves as well as petroleum, transporta- 
tion, and communication facilities. One 
of these is the Munitions Board of the 
armed forces; the other is the National 
Power Policy Committee headed by Sec- 
retary of Interior Krug. What plans may 
be hatched with the view of mobilizing 
the electric power and other utility re- 
serves on a war footing is still in the 
‘interoffice memorandum stage, But sug- 
gestions about the restoration of regional 
power pools, load control, etc., may soon 
see the light of day, probably in the Armed 
Services committees of the Congress. 


> 


Interior Bookkeeping Hit 


Prec emg Ben Jensen (Republi- 
can, Iowa), chairman of the Appro- 
priations subcommittee on the Interior, 
recently released a report from the in- 
vestigation staff of the committee cover- 
ing the survey of the accounting system 
of the Reclamation Bureau. It was pre- 
pared by Robert Lee of the committee 
staff. The report points up the failure of 
the Washington office to exercise its re- 
sponsibility in insuring that proper ac- 
counting methods are installed. Among 
other considerations, the report charges: 


(1) A regional director accuses that 
figures prepared at his office were un- 
reliable and that he receives no assist- 
ance for improvement from the Wash- 
ington office. 


(2) Plant records are poorly organ- 
ized and are not currently posted. 


(3) The Sacramento, California, fi- 
nancial transactions for 1947 are not 
yet posted. 


(4) Preparation of financial state- 
ments is so tardy that they are re- 
ferred to as “ancient history.” 


“I was agreeably surprised,” stated 
Jensen, “to learn that the Bonneville and 
Southwestern Power Administration had 
accounting systems described by the staff 
as the best in the government and these 
administrations deserve commendation 
in this regard. 
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WASHINGTON AND THE UTILITIES 


“My suspicions concerning other 
phases of the Reclamation Bureau’s ac- 
counting, however, have been emphat- 
ically confirmed. Typical bureau inertia 
has set in at the Washington office and 
the chaos and confusion have affected the 
regional offices at Billings, Grand Coulee, 
and Sacramento, California, where the 
systems were described as weak. 

“The experience of our committee in 
constantly receiving inaccurate, incon- 
sistent, and erroneous information with 
respect to this bureau is a constant im- 
pediment to our efforts to properly evalu- 
ate the accomplishments of the Reclama- 
tion service. The failure to improve over 
the years leads us to the conclusion that 
this confusion may possibly be deliberate 
in order to confuse the Congress.” 

A copy of the report was being sent to 
the Secretary of the Interior. 


¥ 
Antipipe-line Propaganda 

HETHER it’s coal, railroad, or labor 

interest, somebody with an ax to 
grind seems to be circulating some effec- 
tive propaganda against the building of 
more natural gas pipe lines, especially to 
the East coast. A recent round-robin let- 
ter bearing the name of a New York 
public relations firm was sent to a number 
of Washington newspapermen and cor- 
respondents exploiting the fears, already 
set in motion by the controversy over the 
Rizley Bill, that gas rates will go up. This 
letter mentioned “public indignation at 
the latest increase in the price of steel” 
and referred to the possibility that black 
market or gray market purchases of steel 
for pipe lines would result in inflated 
plant values which would require the 
pipe-line companies to increase gas rates. 
This, the letter says, should be a matter 
of special concern “to consumers on the 
Atlantic seaboard.” 

The inference is that the Federal 
Power Commission should not grant cer- 
tificates to build such pipe lines. What 
seems to be worrying the pipe-line com- 
panies now, more than any theoretical 
controversy over future general gas rate 
increases, is the impasse reached in Con- 
gress over the Rizley Bill. Even the most 


ardent supporter of this House-approved 
measure for curtailing FPC jurisdiction 
over the production and gathering of nat- 
ural gas is beginning to concede that the 
bill has reached a dead end for the rest 
of the session. 


i es has been so much dissension 
and confusion over this, not only 
in Congress but within the FPC and in- 
dustrial quarters, that some thought is 
being given to the possibility of making 
a complete new approach when the mat- 
ter is taken up again next session. One 
alternative at hand is the Heselton Bill— 
to set up a Federal Oil and Gas Commis- 
sion of eleven members—to take all nat- 
ural gas jurisdiction away from FPC. 
The FPC is already alert to this danger 
and is preparing to fight vigorously any 
attempt to take natural gas from under its 
statutory wing. 

Recently, before the House subcom- 
mittee of the Armed Services, W. H. 
Lyon, FPC engineer, suggested that 
regulatory control over oil, if found 
necessary, might go under the FPC along 
with natural gas control. This was in re- 
sponse to questioning by Representative 
Dewey Short (Republican, Missouri), 
conducting the hearing, who said that 
whichever way he was personally in- 
clined to believe that the gas and oil 
jurisdiction should be exercised by the 
same regulatory agency. 

One advantage in picking up the Hesel- 
ton Bill as a vehicle for a new attempt 
to launch regulatory reforms for the nat- 
ural gas industry would be that it would 
mean a fresh start, releasing the issue 
from controversy and bickering from 
both left and right quarters. 

Senator O’Mahoney (Democrat, Wy- 
oming) and several other influential 
Democratic Senators seem to have been 
sold the idea that the Rizley Bill, if en- 
acted, would mean gas rate increases to 
the ultimate consumers. Nobody has yet 
said, and there would be no occasion for 
making the suggestion, that the Heselton 
Bill would have any effect on the present 
level of gas rates one way or the other. 
It would simply set up a new regulatory 
commission to take over the controls. 
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Exchange Calls 


War Mobilization for 


Communications 


RESIDENT Truman’s recent utterances 

regarding the seriousness of the in- 
ternational situation give added impor- 
tance to present plans for war-prepared- 
ness mobilization of the communications 
industry. Not much public notice has 
been given to the fact that the Federal 
government is in the process of setting 
up a new organization designed to plan a 
war basis for industries. This group is 
the National Security Resources Board, 
which was created by the National Se- 
curity Act of 1947. (See page 493.) It 
is a new permanent civilian agency re- 
porting directly to the President. Now 
the board is planning to engage key men 
for some of its twenty planning sections. 
One of these groups would be the “com- 
munications division” which would deal 
with telephone, telegraph, and radio 
services. The main purpose of this group 
is to formulate plans stepping up com- 
munications to a more secure basis from 
the standpoint of national defense. 

It was known in Washington that 
basic skeleton personnel for the com- 
munications division would be engaged 
by the end of March. To start, a small 
staff is contemplated. The entire staff of 
the National Security Resources Board 
will not exceed 400 at the beginning at 
least. No division heads have as yet 
been appointed but it is known that sev- 
eral preliminary interviews and “feelers” 
have been in progress. Possibilities as 
head of the communications division 
have been mentioned. One is Leighton 
H. Peebles who was director of the War 
Production Board’s communications di- 
vision in World War II. Prior to his 
WPB position, Mr. Peebles held im- 
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And Gossip 


portant offices in the NRA and the Bu- 
reau of Foreign and Domestic Com- 
merce. Since the war he served in Japan 
as administrator of the civilian communi- 
cations administration under General 
MacArthur. More recently he was vice 
president of the International Standard 
Electric Corporation, an IT&T sub- 
sidiary. It was also understood that Ed- 
ward A. Falck had been interviewed as a 
possible head of the communications 
group. He was wartime head of the 
WPB Utilities Division. 


5 
Editorializing by Radio Stations 


Gb scrap on the issue of allowing 
broadcasting stations to editorialize 
on the radio is increasing in intensity as 
the election draws nearer. The major 
networks and many individual stations 
have asked FCC to rescind its ban on edi- 
torializing. Labor is divided: CIO 
against, and AFL in favor. FCC still 
believes in its stand and has been con- 
ducting extensive hearings. At present 
this agency is investigating allegations 
that a radio station in Los Angeles has 
ordered its news “slanted” against cer- 
tain racial groups and political organiza- 
tions. 
* 


Bell Official to Head Civilian 
Defense Planning 


U appears that Bell system executives 
are going to be unusually busy people 
during the next few months. To the al- 
ready heavy duties of conducting regu- 
lar business and preparing rate cases are 
added numerous responsibilities in con- 
nection with aiding our government. The 
latest recognition of ability of these men 
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has been the appointment by Secretary of 
Defense Forrestal of Russell J. Hopley 
as director of the newly created Civil De- 
fense Planning unit in Washington. Mr. 
Hopley is president of the Northwestern 
Bell Telephone Company. His govern- 
ment title will be deputy to the Secretary 
of Defense. Present plans are that he 
will return to his company sometime this 
fall. 

A possible renewal of antiutility senti- 
ment in Washington was seen by scat- 
tered criticism of the Hopley appoint- 
ment by radio commentators, columnists, 
and politicians. Mr. Hopley was referred 
to as unsympathetic to organized labor, 
a Republican, and a utility executive. 


» 


Mobile Radio Communications 


Tt is evidence of rapidly increas- 
ing facilities for mobile radio voice 
communications. The Army announces 
that it has developed a radiophone truck 
which can send and receive messages 
simultaneously at a distance of 1,000 
miles. Previously the limit had been 
about 100 miles. This equipment soon 
will be tested in a large transport air- 
plane. The Southwestern Bell Telephone 
Company has announced plans to expand 
its radiotelephone communications net- 
work, The company says that it should 
be able to handle calls on any major high- 
way in Oklahoma within a short time. 
Two more links in the network in the 
state are nearing completion. Recently 
the FCC has granted authority to a com- 
pany in Cambridge, Massachusetts, to 
construct 21 land stations and 1,925 mo- 
bile units. The purpose of these facili- 
ties is to develop a common carrier gen- 
eral mobile service in 21 urban areas and 
connecting highways between Portland, 
Maine, and Buffalo, New York. The 
authority granted is on an experimental 
basis. The service will not be connected 
with the telephone system. 


5 
Bell System Rate Cases 


HE courts now are beginning to re- 
view many of the telephone rate in- 
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crease disputes between the state regu- 
latory commissions and Bell system af- 
filiates. The recent petition of the South- 
western Bell Telephone Company, to 
have the Shawnee County Court in Kan- 
sas set aside the state commission’s order 
refusing the company’s request for a rate 
increase, represents the fifth instance of 
appeal to the courts. 

In Mississippi, the Southern Bell Tele- 
phone & Telegraph Company was grant- 
ed an injunction against the state com- 
mission. The Hinds County Chancery 
Court permitted the company a $1,500,- 
000 rate boost to go into effect under a 
$100,000 bond. Chancellor V. J. Stricker 
was pointed in his remarks. He said, 
“Government cannot assume control of 
rates for public utilities and (at the same 
time) deny them sufficient income from 
their properties to meet their expenses, 
and maintain their properties.” The 
chancellor urged the state attorney gen- 
eral to argue the evidence of the case be- 
fore his court. Meanwhile, the public 
service commission claims that it plans 
to continue its fight against the court’s 
decision. Nevertheless increased rates 
were expected to go into effect at the 
next billing of customers. 

Southern Bell is making some progress 
in its case in Georgia. A 3-judge tri- 
bunal has ruled out of evidence a 25,000- 
word record of hearings before the Geor- 
gia Public Service Commission. The 
state commission previously had issued 
an order granting only a fraction of the 
company’s request. The compagy is re- 
questing the court to allow the collection 
of higher rates under bond pending final 
review of the commission’s order. 

In Tennessee a judge has set a date 


.(April 19th) for the oral argument on 


the commission’s order which denied any 
rate increase for Southern Bell in that 
state. In New Hampshire an order of the 
state commission unfavorable to the New 
England Telephone & Telegraph Com- 
pany was set aside by the state supreme 
court. The commission had issued an 
order refusing to allow the company to 
put an emergency rate increase into ef- 
fect pending further legal actions. 
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S° much for the five court cases. Else- 
where in the country numerous con- 
flicts between state commissions and Bell 
companies are in full swing. Southern 
Bell’s situation in Alabama is receiving 
wide attention. Here the state public 
service commission has handed down an 
order allowing only 14 per cent of the 
company’s request for a $2,530,000 ad- 
vance in yearly rates. This case probably 
is headed for the courts. The commis- 
sion made drastic reductions in eight 
major items of operating expenses. One 
large reduction was in employee pension 
accruals which were cut by more than 
half. The reason given for this slash was 
that in most pension plans the employees 
contribute about half to the pension fund, 
but that in this instance the company 
made the entire contribution. Hence, 
rates should not be burdened with this 
extra cost. Other slashes were ordered 
in operators’ wage allowance as an ex- 
pense. This cut was made on the grounds 
that present operations are abnormal and 
therefore such charges cannot be expect- 
ed to continue. Reductions were also 
made in the allowances for the license 
contract fee paid the parent, AT&T 
Company. 

The Chesapeake & Potomac Telephone 
Company is entering the final stage of its 
rate fight before the state corporation 
commission of Virginia. The company 
has requested a rate increase throughout 
its system. Evidence was presented by 
the commission showing that yields on 
high-grade utility, railroad, and indus- 
trial investments were in a down trend. 
It was argued that, because of this con- 
dition, there was no feason why the tele- 
phone company should enjoy an increase 
in yield. AT&T Treasurer Donald R. 
Belcher appeared as a witness to aid and 
supplement the company’s refuting testi- 
mony given by R. W. Michie, vice presi- 
dent of the C&P of Virginia. 

The Arkansas Public Service Com- 
mission has started a hearing on the plea 
of the Southwestern Bell Company’s re- 
quest for an annual increase of $1,800,- 
000 in Arkansas telephone rates. 

Residents in outlying sections of some 


APR. 8, 1948 


cities are complaining about having to 
pay toll charges for calls into the central 
exchanges. The issue is most pro- 
nounced in Pittsburgh and in Hartford, 
Connecticut. The Pittsburgh situation is 
being aired before the public utility com- 
mission. In Hartford the Southern New 
England Telephone Company is present- 
ing a plan to remove toll calls in some 
sections and at the same time increase 
the general basic rate for the areas. 


* 


Developments in Telephone 
Unions 


HE Comfunications Workers of 

America (independent) has filed 
notice of intention to reopen contracts 
in 14 of its divisions. The Taft-Hartley 
law requires that such notice be given 
to the company sixty days before actual 
bargaining starts. After thirty days of 
preliminary negotiations the Federal 
Mediation and Conciliation Service is to 
be notified of progress in discussions. 
This latter stage has been reached in 
only two independent telephone com- 
panies. About ten Bell system com- 
panies have received notice of intention 
to reopen contracts. 

Before the initiation of formal bar- 
gaining with the companies, CWA will 
hold a conference of the union’s organ- 
izers April 5th to 9th. The general pur- 
pose of this meeting will be to coordi- 
nate organizational work. The annual 
convention of the union will be held June 
6th to 13th in Spokane, Washington. 

The American Union of Telephone 
Workers recently held its biennial conven- 
tion in Jacksonville, Florida. This group 
represents 25,000 long-distance workers 
having a contract with AT&T. This con- 
tract expires May 8th. One of the de- 
mands agreed upon at the convention was 
for a 35-hour week. Another resolution 
passed at the convention dealt with a 
wage increase demand. Since this is a 
CIO union, the group voted to follow the 
pattern set by workers in the steel and 
automobile industries. The general goal 
agreed upon for negotiation purposes 
was an advance of 30 cents an hour. 
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By OWEN ELY 


December Report for Electric 
Utilities Unexpectedly Favorable 


HE Federal Power Commission 

bulletin “Sales, Revenues, and In- 
come of Privately Owned Class A and 
Class B Electric Utilities in the United 
States” for December, 1947, was de- 
layed, presumably due to year-end ad- 
justments, but the figures when recently 
released made a very favorable showing, 
as indicated by the following com- 
parisons with the previous periods: 


Per Cent Increase 
December 12 Mos. 


14.0% 
16.2 
14.5 
13.6 


KWH Sales— 
Residential 


Total, inc. misc. .... 
Revenues— 
Residential 
Commercial 
Industrial 
Total, inc. misc. ..... 
Deductions— 
Fuel 


Interest, etc. 
Miscellaneous Income— 


Other operating income 19.1 
i 1 


Other income 


The December gain was mainly “be- 
low the line.” Net electric operating rev- 
enues in December were smaller than in 
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November by about $2,274,000 but the 
change appears to have been seasonal, 
since December showed a gain of 7.9 per 
cent over last year compared with 5.6 
per cent in November. Operating income 
from other services (gas, telephone, 
transit, etc.) made a far better showing 
in December than in November — $5,- 
704,000 being earned as contrasted with 
$1,283,000 in November. Presumably the 
figures were benefited by the relatively 
good year-end figures for companies 
like Consolidated Edison, Washington 
Gas Light, and others. Probably some 
rate increases became effective late in the 
year, or year-end downward tax revi- 
sions were made in these departments. 
At any rate the figures a decided 
fillip to the net income re for De- 
cember—$62,402,000 as contrasted with 
$55,790,000 last year and $52,018,000 in 
November. Income from outside sources 
also made a big contribution—$12,559,- 
000 compared with $12,296,000 in the 
previous year and only $3,344,000 in 
November. 


| Bsmt figures for January are 
expected to be available around 
April Ist. However, production figures 
are already at hand for that month. They 
indicate that hydroelectric output was 
still quite low. (California is having a 
record drought.) Only about 27 per cent 
of total output was hydro in January 
compared with 33 per cent last year. (De- 
cember figures were 31.6 per cent versus 
27.3 per cent.) Hence coal costs will 
probably continue well above normal. Of 
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course new and more efficient generator 
installations are a moderately offsetting 
factor. In January there was a net in- 
crease of installed capacity of 108,226 
kilowatts compared with 387,556 kilo- 


Date 
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e 


watts installed during December, and 1,- 
894,867 kilowatts during the year 1947. 
The increase for the calendar year was 
3% per cent, as compared with the in- 
crease in output of 13.6 per cent, 


PRINCIPAL PUBLIC OFFERINGS OF UTILITY SECURITIES 
(November 1, 1947, to March 23, 1948) 


Moody Amount 


Rating 


(Mill.) 


Int. or 


Div. 

34% 1977 
34 1977 
3 1977 
34 1977 


Company Mat. 


Mortgage Bonds 
Portland Gen. Elec. .. 
Public Ser. Ind. .... 
Wisc. Pub. Ser. .... 
Assoc. Tel. Ltd. .... 
Calif, Water Service 
Cons. Edison 
Appal. Elec. Power . 
Central Maine Power 
Clev. Elec. Illum. ... 
SS A) Seer 
Georgia Power 
Central P. & L. ..... 
Central Til. P. S.'.... 
Dayton P. & L. ..... 
Pub. Ser. of N. H. .. 
N. E. Water Col. S. F. 
Potomac Edison .... 
Potomac Elec. Power 
So. Calif. Edison .... 
New York Tel. ..... 
Temepe Elec. ....000. 
Illinois Power 
oe fee 
A errr 
OS eee 
Wes. Bs OF Rw. ccccee 
Southwestern G, & E. 
P. S. of Okla. 

San Diego G. & E. .. 
Louisiana P. & L. ... 
Virginia Elec. & Pr... 


Debentures 
Pacific Tel. & Tel. .. 
Columbia Gas 


Preferred Stocks 
Calif. Oregon Power . 
Assoc. Tel. Ltd. ...... 
So. Calif. Edison .... 
Indianapolis P. & L. . 
Philadelphia Elec. ... 
Pennsylvania Tel. .... 


Common Stocks 
Texas Eastern Trans. 
Calif. Oregon Power. 
Northern Natural Gas 
Detroit Edison 
Minnesota P. & L. ... 


* Two decimals only. 
(a) Subject to exchange rights. 
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Price to 
Company* 


102.08 
101.08 
100.21 


Price to Prin. Syndicate 
Public* Head 


Salomon 
Halsey 
Halsey 
White, Weld 
Halsey 
Halsey 
Kuhn, Loeb 
Halsey 
Halsey 
Shields 
Blyth 
Halsey 
Halsey 
Lehman 


First Boston 
ley 
Harriman 
White, Weld 
Halsey 


Morgan 
Goldman, Sachs 
First Boston 
Halsey 
Halsey 

First Boston 
Halsey 
Blyth 
Salomon 
Halsey 
Halsey 
White, Weld 


Morgan 
First Boston 


Merrill Lynch 
Paine, Webber 
First Boston 
Langley 


Morgan 
Paine, Webber 


Dillon, Read 
Merrill Lynch 
Dillon, Read 
First Boston 
Kidder, Peabody 
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It is, of course, impossible to predict 
he effects on expenses if there should 
be a prolonged coal strike. Since the 
present issue over allocation of the 
miners’ reserve funds for pensions seems 
omparatively simple, a long strike ap- 
pears unlikely. On February Ist coal 
stocks were sufficient to last about two 

onths, about the same as a year ago. 

e fuel oil stocks were sufficient for 
forty-three days’ requirements versus 
forty-one a year ago. 


* 


Progress with Holding Company 
Plans 


o's our last review of the progress 
of holding company integration 
(January lst ForTNIGHTLY) there have 
been comparatively few outstanding de- 
elopments ; the removal of SEC head- 
quarters from Philadelphia to Washing- 
on probably slowed proceedings for the 
ime being. The most important news 
item, perhaps, was the recent Electric 
Power & Light plan (described below in 
ts alphabetical order). 
American & Foreign Power — The 
plan is still before the Federal court in 
. ine. A brief was filed 
March 10th by Claude L. Gonnet and 
Albert J. Fleischmann, counsel for the 
Norman Johnson group of second pre- 


Electric Bond and Share is not entitled 
Sto preferential treatment of its debt ; and 
also that the Cuban Electric debentures 
should be excluded from the plan in view 
of the approaching reorganization of that 
ompany. 

American Light & Traction — The 
ompany has begun its disbursements of 
Detroit Edison; 1 share was distrib- 
ted for each 75 shares of American held 
on February 2nd, and a similar dividend 
is payable May Ist. The parent company, 
United Light & Railways, was a little 
lower in beginning its distribution of 
American Light shares; 1 share is to 
be paid on April 19th for each 50 shares 
of United held. American on January 
7th sold 450,000 shares of Detroit Edi- 
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son, but United has not yet offered a 
block of American. Another step in 
American’s program, the asking for 
tenders of preferred stock at $33 a share 
(the figures fixed by the SEC sometime 
ago), has been delayed by litigation with 
Panhandle Eastern Pipe Line. The lat- 
ter company has opposed the measure, 
apparently in connection with its general 
campaign against American’s pipe-line 
plans. 

American Power & Light—The com- 
pany is expected to file its new plan 
around mid-April. 

American. Water Works & Electric 
completed its dissolution program, each 
common stockholder receiving in ex- 
change an equivalent number of shares 
of West Penn Electric. The latter com- 
pany is earning over $3 a share but pay- 
ing only $1 in dividends per annum. The 
low rate presumably reflects a cautious 
financial policy pending completion of 
various system changes to conform with 
the Holding Company Act. No program 
has yet been definitely announced, how- 
ever. 


C ITIES SERVICE expects to sell its hold- 
ings of 339,639 shares of Public 
Service of New Mexico in the near fu- 


ture. (Competitive bidding was sched- 
uled for March 30th but was postponed. ) 
Commonwealth & Southern — The 
company’s package exchange plan to re- 
tire the preferred stock (on a mandatory 
basis) is still before the SEC staff. 
Electric Power & Light — Has pre- 
pared a new plan to supersede the one 
issued in 1946, on which no action was 
taken by the SEC. While official copies 
of the plan have not yet been distributed 
to stockholders (this may be delayed by 
the printers’ strike in New York city) 
various reports have appeared in the 
press from which it is possible to piece 
together the main essentials of the plan. 
Apparently Electric Power and its par- 
ent, Electric Bond and Share, are in full 
agreement, (It will be recalled that in 
1946 the two companies filed separate 
plans and later a compromise was 
reached.) An effort also has been made 
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to forestall opposition from large hold- 
ers of the first preferred stocks, through 
conferences with important stockholders, 
However, there is some indication that 
a group of common stockholders may op- 
pose the plan despite the fact that it ap- 
pears more favorable from their point of 
view than the earlier plan. 

The old plan gave the preferred stock- 
holders three options—shares of United 
Gas, or of ALMNO, or cash. The pres- 
ent plan prescribes a mandatory package 
for each class of preferred stock. The 
$7 first preferred would get 64 shares of 
United Gas and 44 shares of ALMNO; 
the $6 first preferred would receive 
about 90 per cent as much, the $7 second 
preferred (with much larger arrears) 
about 96 per cent 4s much. The common 
and the warrants would receive whatever 
is left over (3 warrants being considered 
the same as 1 share of common). United 
Gas has recently been selling around 17 
on the Curb (about 5 per cent of the is- 
sue is held by the public, 95 per cent by 
Electric Power). ALMNO is a hypo- 
thetical holding company to be set up by 
Electric Power to take over that com- 
pany’s 100 per cent interest in Alabama 
Power & Light, Louisiana Power & 
Light, Mississippi Power & Light, and 
New Orleans Public Service. Taking 
system earnings for the twelve months 
ended January 31, 1948, and deducting 
therefrom $400,000 estimated expenses 
and taxes of the new holding company, 
dividing by 4,400,000 shares, and multi- 
plying the net amount by 8-10, indicates 
an estimated market price within a range 
of 13-16. On this basis the estimated 
value of the packages would work out 
about as follows : $7 first preferred $169- 
$183; $6 first preferred $153-$167; $7 
second preferred $162-$176. 


| Bye eye an of the preferred ex- 
4 changes would leave about 4,787,- 
000 shares of United Gas and 720,000 
shares of ALMNO to distribute among 
the holders of the common stock and war- 
rants. It is estimated that the value for 
the common might work out around 25 
compared with the recent price around 
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18, and the warrants about 8 compared 
with their recent price around 5. The 
plan may be subject to the usual long 
delays of commission and court proce 
dure, although it is reported to have the 
blessing of the SEC staff. In the mean 
while the values of United and ALMNOQ 
might improve with any favorable mar 
ket trend. Earnings of United Gas ar¢ 
expected to jump from around $1.45 
(estimated) in 1947 to a figure of $1.6 
or more in 1948, probably due to bene 
fits of sales to the “Inch” pipe line 

Earnings of ALMNO are also expected 
to increase, since the operating sub 
sidiaries benefit by the use of natural gz 

as fuel. 


dictional contest between the New Yorks‘ 


commission and the SEC. It will be re 
called that similar issues were presented 
in the reorganization plans of both Long 
Island Lighting and its subsidiary, King: 
County Lighting—the principal issue be 

ing whether to wipe out the commomi 
stocks (as favored by the New Yorlg< 
commission on a priority basis) or td 

accord them a small participation in thé 
recapitalization. The Kings Coun 

Case went to a Federal court which re 
cently decided that the SEC had over 
riding powers. Immediately following 
the court’s decision Long Island Light 
ing filed a new merger-recap plan unde 
which the preferred stockholders woul 
receive about 84 per cent of new commor 
stock, Queens Borough preferred abou 
12 per cent, and Nassau & Suffolk pre 
ferred some 4 per cent. Long Island 
Lighting common would be paid off i 
cash at 35 cents per share—a rather un 
usual feature. The exact exchangt 
terms for the preferreds would be as fol 
lows: Long Island Lighting 7 per cent 
8.7 shares of new common for each sha 

of preferred, the 6 per cent to get 7. 
shares; Queens Borough preferred 4. 
shares ; and Nassau preferred 3.7 shares 
Long Beach Gas has been excluded front 
the merger in the present plan to mee 
objections of the state commission. The 
plan is opposed by a group of holders o 
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P. E. 


preferred stock represented b 
ng Is- 


Jackson. This group objects to 


Biand Lighting assuming the debts of 
‘Queens Borough and Nassau, and has 
i submitted a separate plan of its own. 


IDDLE WesT has distributed one- 
half a share of Central Illinois 


a@ Public Service for each of its own out- 


% standing. Distribution of other holdings 
should be completed over the next few 
months. The litigation over the subhold- 
ing company, North West Utilities, has 
now been settled, and dissolution of that 
company was recently ordered by a Fed- 
eral court. This will facilitate an early 
distribution of shares of Wisconsin 
Power & Light to holders of North West 
preferred stocks and to Middle West, 
@ which company can in turn distribute to 
its own stockholders. 


Niagara Hudson Power has not yet 
ga received permission from the New York 
@ state commission to put through its sub- 
sidiary merger program, although major 
issues between the company and the 
commission are reported to have been 
ironed out. Immediately after this deci- 
@ sion (and assuming that it is favorable) 
the company will file a plan with the SEC 
and at the same time may file a plan for 
the top company. This plan must pro- 


ing@a vide for retirement of bank loans and 


preferred stocks and it is possible that 
the required funds (estimated around 
$70,000,000) may be obtained from com- 
mon stockholders, rather than through 
the sale of a portion of the merged com- 
pany stock to the public. Sale of the 
stock to stockholders could be effected 
through rights at about $7.50 (as North 
American did in selling Cleveland Elec- 


patric), or some method might be worked 


m1 old) of the merged company stock by 
paying an “assessment” of $7.50 per 
@share. In the latter case, the holding com- 
sm Pany would presumably be kept alive un- 
til remaining debt was paid off through 
earnings; Niagara would not pay any 
dividends on its own stock. However, 
these possibilities have not yet crystal- 
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lized into a definite plan, and probably 
no plan will be forthcoming until the state 
commission has released its findings on 
the separate merger proposal. 


Ja ages AMERICAN ComPANY—Pres- 
ident Freeman in a recently re- 
leased annual report calls for “regula- 
tory statesmanship” to determine if “fur- 
ther disruption of holding company sys- 
tems should be insisted upon at a time 
when it is essential that equity capital 
receive encouragement for its employ- 
ment” in the utility field. Mr. Freeman 
indicated that the parent company was in 
strong position to furnish needed equity 
funds in connection with the construc- 
tion programs of Union Electric of Mis- 
souri and the other utilities which may 
be taken over when the breakup of North 
American Light & Power is consum- 
mated. 

North American Light & Power— 
The preferred stock is being retired 
through payment of $194.05 per share, 
representing par and arrears. However 
the litigation over North American’s of- 
fer to the common stockholders ($7.50 
cash or .3 share of Illinois Power to each 
share of Light & Power) still continues. 
The latest move is a demand by a Light 
& Power stockholder group for inclusion 
in the offer of the dividends paid on II- 
linois Power since the offer was first 
made. 

Northern New England, a small top 
holding company holding shares of New 
England Public Service and a few mis- 
cellaneous assets, has recently proposed 
to liquidate its small holdings and dis- 
tribute cash, together with a small part 
of the NEPSCO stock. NEPSCO itself 
has not yet presented any plan for allo- 
cation of its holdings as between the 
plain preferred and common stocks, 

Northern States Power — The com- 
pany’s dissolution plan was amended 
early this year to conform to the SEC 
decision that terms to common stockhold- 
ers should be increased from 16.73 per 
cent to about 22 per cent (at the expense 
of the preferred stockholders). Also the 
relative participations of the “A” and 
APR. 8, 1948 
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“B” common stocks were changed from 
a 10-to-1 ratio to a 12}-to-1 ratio. On 
January 3rd the SEC approved the 
amended plan which then went to a Fed- 
eral court for enforcement, March 22nd 
was set as a hearing date. It will be re- 
called that a previous plan followed the 
same course —it was approved by the 
SEC and went to a Federal court for 
enforcement—but met with so much op- 
position in court that it was finally re- 
turned to the SEC. It is not yet clear 
whether the current plan will fare any 
better, but class “A” stockholders seem 
to be getting a “better deal.” 


HILADELPHIA CoMPANY—One of the 

company’s major problems is the 
large advances made to Pittsburgh Rail- 
ways in the prewar period. During the 
war the big transit system enjoyed a re- 
turn of prosperity and accumulated a 
cash backlog nearly equal to the advances 
which had been made previously by the 
parent company. However, since it was 
in receivership no repayments were 
made, and the large number of underly- 
ing bonds has complicated the picture. It 
was recently reported that Philadelphia 
Company officials had been conferring 
with important security holders of Pitts- 
burgh Railways in an effort to work out 
a tentative plan of reorganization. One 
difficulty is that both the SEC and the 
Federal court will have to be consulted 
and there has been some question of 
jurisdiction. 

Public Service of New Jersey—The 
company’s merger-recap plan has been 
approved by the SEC and a Federal 
court, and is expected to go into effect 
about July Ist. 

Standard Gas & Electric—The elec- 
tion of Edward Boshell (formerly vice 
president of Stone & Webster Service 
Corporation) to the presidency has 
cleared up the management problem 
which for some months had befogged the 
company’s plans and policies. It is 
rumored that a new plan may be forth- 
coming in the next few weeks, supplant- 
ing the two submitted to the SEC late 
last year. The initial problem, of course, 
is to sell sufficient assets to retire the bank 
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loan ; next, to work out a division of re- 
maining assets between the four classes 
of stock which will satisfy principal 
holders and the SEC. 

United Corporation — Now that the 
Public Service plan has been approved, 
the SEC staff report on United’s manda- 
tory preferred exchange plan should be 
forthcoming soon, 

United Light & Railways — (See 
American Light & Traction above.) The 
company has indicated that the dividend 
disbursements this year will total at least 
$1.45 per share including stock and cash, 
compared with $1 cash previously. 


a 


Private Financing 


ESLIE GOULD, financial editor of the 
New York Journal American, re- 
cently pointed out that “Private Deals 
Jump As U. S. Meddling Upsets Mar- 
kets.” In the last three months, ac- 
cording to Mr. Gould, 39 industrial 
companies had made private deals with 
institutions for the sale of their securi- 
ties, with only one industrial offering to 
the public. The over-all total of the 
private placements during the period De- 
cember Ist to early March was 52, in- 
volving three-quarters of a billion dol- 
lars. 

“The Federal Reserve,” said Mr. 
Gould, “the day before Christmas de- 
moralized the bond market by dropping 
the support price for governments. In 
addition, the Federal Reserve has suc- 
ceeded in drying up the stock market by 
insistence on its too high cockeyed 75 per 
cent margins on listed stocks.” 


* 


Correction 


N the article “The Holding Company 
Overhaul Now Half Completed,” on 
page 413 of the March 25th issue, it was 
stated that American Gas & Electric is 
distributing its remaining stockholdings 
in Atlantic City Electric at the quarterly 
rate of 1/25 share of Atlantic for each 
share of its own stock outstanding, This 
should have read 1/50 share, making a 
total annual distribution of .08 share. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


Natural Gas Cos.—Retail 


Arkansas Natural Gas ........c0cccceces 
Atlanta Gas Light ($1.20) .............. 


Columbia G. & E. (75¢) 


Pacific Pub, Ser. 


80¢) 
Rio Grande Valley Sy Serr 


Rockland Gas ($1.70 


Southwest Nat. Gas (20¢ 
Texas Public Service ($1.20 and stk.) . 


RAE SNE 6:8 04.bs ears wrcdewesses 


Laclede Gas Light (204) .............0- 
Peeeennetts GEO BE oc cdsccecscscccccses 
National Gas & Elec. cy eceVercevuse 


Peoples Gas L. & Co. 


($5 
Washington Gas Lt. ($1. PEE cybenk eeaeee 


TOI, isin didi tnntcsi stivaninssee 


Natural Gas—Wholesale & Pipe Line 


CooumNDoNONM 


TI. oivccccccisvetepeedccetsvens 


to 


El Paso Nat. Gas ($2.40) 


Brooklyn Union Gas 
Hartford Gas ( 


Camel, GENS TH - COED ccccccscesecocce 
Consol. Natural Gas ($2) ..........00.. 
Houston Natural Gas (80¢) ............ 
Indiana Gas & Water ($1) ............- 
Kansas-Neb. Nat. Gas (85¢) ..........+- 
ew ",  § eee 
pe 3. eee 
Mobile Gas Service ($1.50) ............. 
Montana-Dakota Util. (80¢) ............ 
National Fuel Gas (80¢) .............. 
Chin. Nateral Gas (5S) cicccccccccccccs 
POC LASER CES) ccc cccccccvccccces 


eee eee ee eeeeeee 


Southern Union Gas eee ertsieorh>s 


eeeeeeeeeeeeee 


Interstate Nat. Gas ($1.75) ............ 
Memphis Nat. Gas (25¢) ........sseee- 
Missouri-Kansas P. L. ($1) ...........- 
Northern Nat. Gas ($1.60) ..........+: 
Panhandle Eastern P. L. ($3) .......... 
Southern Nat. Gas ($1.50) ............ 
SOE PIE oa coccccccccesesscs 
Tenn. Gas & Trans. ($1.40) ............. 
Feea TNE, “TOME... ccccvsecseccessccess 


eee ee eee eee eeeeee 


Cee ee eee eee eee eee 


$2) 
Haverhill Gas Lt. ($1.60) .............. 
Jacksonville Gas ($1.40) ............06. 


3/22/48 
Price 


RBosSu 


Yield 


zx 
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6.5% 


Earned 

$0.39-d 
2.01-s 
1.36-dec. 
1.23-Ja, 
4.53-dec. 


$0.78-s 


1.24-d 
10.35-dec. 
1.88-ja, 


$5.15-dec. 
1.70-d 
0.80-0 
1.27-dec. 
3.23-dec. 
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11.5 


14.5 
12.2 
14.0 
13.4 
12.8 

5.1 


120 


Def.—Deficit. C—Curb Exchange. O—Over-counter or out-of-town exchange, S—N. Y. Stock 
Exchange, d—December, 1946. ap.—April, 1947. j—June, 1947. ju—July, 1947. s—September, 1947. 
o—October, 1947. n—November, 1947. dec—December, 1947. Ja—January, 1948, *Eight months 


December 31, 1947. 
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RECENT FINANCIAL DATA ON TELEPHONE, 
TRANSIT, AND WATER COMPANIES 


Telephone Companies 
Bell System i Yield Earned 

American Tel. & Tel. ($9) 6.0% 7.28-dec. 
Cinn. & Sub. Bell Tel. ($4.50) 6.1 3.85-dec. 
Mountain States T. & T. ($4) 4.1 2.95-dec. 
New England Tel. ($4) 4.7 
Pacific Tel. & Tel. ($2.60) 29 

So. New England Tel. ($6) 5.2 


Averages 48% 


Independents 

Associated Tel. & Tel. A ny 
General Telephone ($2) 74 
Peninsular Tel. ($2.50) . 
Rochester Telephone 


ansit Companies 

Baltimore Transit 

Capital Transit 

Chic. S. S. & S. B. ($1.10) 

Cinn. St. Rwy. (60¢) 

Dallas Ry. & 1 Term. ($1.40) 

Duluth Sup. Tran. ($1) 

Kansas City Put Ser. ....c.ccccccssece 
Los i— Transit (50¢) 

National City Lines (50¢) 

Phila, Trans. 

Rochester Transit 

St. Louis Pub. Ser. A (50¢) 

Syracuse Transit ($3) 

Third Ave. Transit 

EE EEE SEE EUS eddvoviecscnesvccces 
United Transit 
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Averages 


Water Companies 

Elizabethtown Water ($6) 
Federal Water & Gas ($1.20) 
Hackensack Water ($1.70) 
Indianapolis Water A (80¢) 
Middlesex Water ($3) 
New Haven Water ($3) 
Northeastern Water 

Phila. & Sub. Water (80¢ 
Plainfield Union Water ( 
Stamford Water ($2) 


z 


O9900000%00 
Ww, Aha Pp 
ROD DOWD 


pod 
mn 
z 


hae Compantes—1946-7 Issues 
Amer. Water Works (60¢) : 84-dec. 
California Water Ser. ($2) ] 2.42-n 


Ohio Water Ser. ($1.50) 1.98-s 
2.69-dec. 


91-s 


Scranton-Sprin 2 
Water Ser. 21 05) ; 1.38-s 


West Virginia 


Averages 10.4 
Def.—Deficit. C—Curb Exchange. O—Over-counter or out-of-town exchange. S—N. Y. Stock 
Exchange. d—Dec., 1946. s—Sept., 1947. o—Oct., 1947. n—Nov., 1947. dec.—Dec., 1947. 
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ELL at last we have some up-to- 
date facts on a question of intense 
terest to electric power executives. 
uestion is, do local power systems 
wned by municipalities pay their own 
ay with respect to contributions to the 
ublic welfare? If they do contribute 
ufficiently, how much do they give as 
ompared with busimess-managed com- 
panies which pay Federal, state, and local 
axes ? How do rates compare? Does the 
municipally owned power utility produce 
heaper for the customers? 

An economics professor at the Univer- 
ity of Minnesota, Arthur M, Borak, has 
athered the facts in his state and pre- 
ents them in an article published in The 
ournal of Land & Public Utility Eco- 
omics of November, 1947. The title of 
he article is “Tax Equivalents versus 


2 Minnesota.” The article is long and 
ie treatment is somewhat involved, but 

is scholarly, complete, and objective. 

Mr. Borak finds that, in general, mu- 
hicipally owned utilities in Minnesota 
ontribute funds and free services in lieu 
bf taxes about equal to the state and local 
axes paid by private utilities measured 
m comparison with gross earnings. But 
privately owned utilities carry the added 
urden of Federal taxes. It also was 


What Others Think 


In Lieu of Taxes 


found that private companies did appre- 
ciably better with respect to rates. 


Contributions 


UNICIPALLY owned utilities make 
direct cash contributions to local 
and state governments. This type of pay- 
ment increased during the depression be- 
cause local governments needed cash, and 
public pressure produced a more gener- 
ous policy on the part of municipally 
owned utilities. 

Another type of contribution is free 
service. For example, many municipally 
owned companies supply street lighting 
without charge. Also current for water 
pumping is supplied. Current for light- 
ing public buildings is sometimes given. 
However, in general, current for light- 
ing and water pumping constitutes prac- 
tically all of the free service. 

In 1946, there were 54 communities 
included in the study. The municipally 
owned companies contributed approxi- 
mately 12.5 per cent of their gross reve- 
nue in the form of direct cash payments 
and free services. The study covers a 
period of twenty-five years, 1922-1946. 
The high lights on contributions are 
shown best by the following condensed 
table giving most important figures every 
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CONTRIBUTIONS DURING SELECTED YEARS (1922-1946) 


Total Electric 
Gross Revenue 
659,434 
1,791,549 
2,201,191 
3,431,958 


Ratio of 
Transfers and 
Free Service te 

Gross Revenues 


Amount of Electric 
Transfers and Free 
Service 
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five years. Title of the table as published 
is “Electric Utility Revenues Trans- 
ferred to Other Municipal Funds and 
the Value of Free Service to Municipali- 
ties in Communities served by Mu- 
nicipally Owned Generating Plants in 
Minnesota.” 

Of the total amount contributed over 
the 25-year period, $8,458,094, it was 
found that 71 per cent was actual money 
transfers and 29 per cent represented 
free services. 

In passing it is interesting to note that 
some of these companies received appre- 
ciable money grants from PWA. Ten of 
the municipally owned utilities included 
in this study received $555,656 for capi- 
tal expenditures from 1934 to 1944. Even 
if such funds actually are used for build- 
ing of plant, it is well to recognize that 
such funds have a tendency to release 
other moneys which might have been put 
aside for eventual plant expansion. 
Hence, in some cases it is not unlikely 
that these grants aided certain utilities to 
make more generous contributions to 
local government. 

In general, large companies contrib- 
uted more in actual cash and in relation- 
ship to their gross income than did 
smaller companies. This has been par- 
ticularly true in recent years, from 1940 
to date. 


Taxes 


RIVATE electric companies in Minne- 

sota are paying more than a quarter 
of their gross revenues in taxes to Fed- 
eral, state, and local governments. Fed- 
eral government gets the larger portion. 
State and local units receive approxi- 
mately 10 per cent of the utilities’ gross. 


The condensed table below shows t 
relationship of taxes to gross revenue 
For the entire 25-year period of th¢ 
study, the total figures are: 
Total Gross Revenue 
Total Federal, State, and Local 
Tax 
Ratio 
Revenue 
State and Local Taxes 
Ratio of State and Local Taxes 
to Gross Revenue 


Taxes on income and in recent yea 
on excess profits have accounted fof 
nearly all of the Federal taxes. Property 
taxes account for most of the state and 
local taxes, In recent years, excess profits 
taxes were responsible for over one-half 
of the Federal taxes paid by private elec 
tric utilities in Minnesota. 


Comparison 


R. Borax’s figures show that, ot 
the whole, contributions of m 
nicipally owned electric generating plant; 
to their communities “have not beer 
equivalent to total (Federal, state, and 
local) taxes. They have been about equ: 
to or slightly in excess of state and loca 
taxes.” See summary figures, page 509 
It must be noted of course that thes¢ 
are total figures for sizable groups of 
companies. Situations in individual com 
panies differ widely from the over-a 
average, but the general relationships ar 
clear-cut. 


Rates 


HE study shows that during the wa 
the private companies met the great 
ly increased demands for tax revenues 
by the Federal government as well aj 
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TAXES OF PRIVATE ELECTRIC COMPANIES 


Ratio of Total 
Taxes to 
Gross Revenue 
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Ratio of State 
And Local 
Taxes to 
Gross Revenue 
5.15 
6.72 
8.96 
10.55 
10.66 
10.84 


8.55 





WHAT OTHERS THINK 


their state and local taxes and reduced 
their service rates to a greater extent than 
did publicly owned plants. This situation 
applies both to residential and commer- 
cial charges. 

For example, analysis reveals that in 
1946 residential rates for 25, 40, 100, 250, 
and 500 kilowatt hours were higher in 
Minnesota communities served by munic- 
ipally owned generating plants as a group 
than in communities served by private 
electric companies. In the case of 15 kilo- 
watt hours, the rates were equal. For the 
most part, the rate information was ob- 
tained from records of the Federal 
Power Commission. Data were for com- 
munities with populations of 500 or more. 
Figures for municipally owned plants in 
62 communities were obtained. The pri- 
vate electric companies included were in 
245 communities. Statistics for other 
years showed a similar situation, with 
of course some variations, 

In the case of commercial lighting 
charges, the private electric companies 
as a group made a definitely better show- 
ing than the municipally owned plants. 
In 1946, the charges by publicly owned 
systems were higher for all the various 
amounts of current—50, 150, 375, 750, 
and 1,500 kilowatt hours. 

The downward trend in electric rates 
of both publicly owned and private util- 
ities during the decade of the 1930's con- 
tinued during the 1940’s covered by the 
study. 

However, reductions in recent 
years by private companies have been 


generally greater than those by munic- 
ipally owned plants. 

r. Borak also examined the rate situ- 
ation in REA codperatives. These groups 
supply through their rural transmission 
lines their member farmers at retail cur- 
rent purchased from elsewhere at whole- 
sale. Data presented pertain to the year 
ending June 30, 1946, and show the com- 
parative average wholesale charges of 
the three types of suppliers—private 
companies, municipally owned generat- 
ing plants, and REA generating codp- 
eratives. The author has the following to 
say in this connection: 

... 5ix private companies supplied 41 per cent 
of the current involved here to 27 codpera- 
tives at an average charge of 1.20 cents per 
kilowatt hour. Twenty-one municipally 
owned generating plants supplied 32 per cent 
of the current involved here to 18 codpera- 
tives at an average charge of 1.22 cents per 
kilowatt hour. Five REA generating coop- 
eratives supplied 27 per cent of the current 
involved here to 16 codperatives at an aver- 
age charge of 1.35 cents. Thus the private 
companies “take the inning” again. 


Tax Rates and Debts 


RE property taxes and indebtedness 

of municipalities lower in cities and 

villages where utility service is supplied 

by municipally owned plants than in those 
relying on private utilities? 

Mr. Borak made several comparisons 
—still based, of course, entirely on Min- 
nesota communities. He grouped all cities 
and villages in the state which own their 
electric generating plants and distribu- 
tions. In another group were placed all 
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CONTRIBUTIONS AND TAXES COMPARED 


Municipally Owned 
Generating Plants 
Ratio of Electric 
Transfers and Free 
Services to 
Gross Revenue 


. _ 


18 % 

10.84 

11.52 
946 12.45 
Combined Ratio .... 10.48% 


Private Electric Compan 
Ratio of Total ee 
Electric Taxes to S = . and Local 
Electric Gross Electric Taxes 
Revenues To Electric Gross 
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cities and villages which are served by 
private electric utilities. 

Study of tax rates and municipal in- 
debtedness in these groups revealed that 
for the most part localities with munici- 
pally owned generating plants had com- 
paratively larger debts. Likewise, the tax 
burden was higher in these localities. For 
example, the tax levy per capita (on 
tangible property) for 1946 levies pay- 
able in 1947 is $10.25 in 63 communities 
served by municipally owned generating 
plants, and $6.25 in the 609 communities 
served by private electric utilities. 

Thus from Mr. Borak’s careful anal- 
ysis of the situation in Minnesota it is 
easy to see that private electric utilities 
are on the favorable side of the ledger. 
They have lower rates than municipally 
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owned generating plants and they pay 
more in taxes than the publicly owned 
systems contribute in the form of direct 
payments plus free services, Also, taxes 
and debts of municipalities are not so 
large in communities served by private 
companies. 

The over-all implication of this Borak 
study does not seem to come out at the 
same place as the conclusions reached 
some years ago in a Federal Power Com- 
mission study along the same lines but on 
a nation-wide scale. This FPC survey, 
published in 1936, showed free serv- 
ice and other contributions in lieu of 
taxes by municipal plants considerably 
in excess of the amounts which pri- 
vately owned utilities would pay in 
taxes. 
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Report on Taxation of Public Service 
Corporations in Virginia 


gar of Virginia is studying its pres- 

ent system of taxing public service 
corporations. Purpose is to explore the 
need and advisability of making certain 
changes. The general assembly requested 
that a special committee study and re- 
port to the governor not later than No- 
vember 15, 1947. 

Thé committee report with an accom- 
panying research report now is available 
to the public. The conclusions and recom- 
mendations deal with the following ques- 
tions and facts: 


1. The present system of assessment for 
taxation of the properties of all public serv- 
ice corporations, including railroads. 

2. Whether the existing system of taxa- 
tion of railroad companies upon the basis of 
gross receipts is fair and equitable, as com- 
pared with the systems for taxing such com- 
panies now prevailing in other states in which 
they operate. 

3. What changes, if any, should be made 
in said systems of assessment and taxation. 


The physical properties of Virginia 
public service corporations other than 
railroads are valued on the basis of orig- 
inal cost. Revaluations are made on the 
basis of the physical condition of the 
various sorts of property. Land is valued 
by comparison with locally assessable 
lands of comparable character in each 
county and city. An equalization ratio is 
then applied which attempts to make the 
relationship between the assessed value 
and the true value of the land generally 
in line with that for other types of prop- 
erty. 


N the case of railroads, the general 
method used is reproduction cost less 
depreciation corrected for additions and 
modified for certain other factors. The 
research report concluded that in general 
the Virginia tax system is not inequitable 
on the ground that it imposes an exces- 
sive load in comparison with the loads 
in other states in which the interstate 
railroads operate. 
’ With respect to other public service 
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corporations, this report points out that 
the practices in nearly all the other states 
that impose ad valorem property taxes 
differ widely from those in Virginia. The 
other states employ the unit method of 
assessment based essentially on a mar- 
ket rather than an engineering concept of 
value, 

In market value the income ob- 
tainable is the primary measure. 

The research report says it can be 
demonstrated that in some cases present 
emphasis on cost analysis has resulted in 
valuations over four times actual fair 
market value. Also in other cases it has 
brought about assessed values little more 
than half of fair market value. Virginia 
and Federal court cases are mentioned 
in which the depreciated cost method of 
valuation is condemned. The unit method 
of valuation emphasizing prospective in- 
come is considered favorably in the re- 
search report. It is asserted that this 
method is essentially sound both as a mat- 
ter of economics and as a matter of con- 
formity with general practice. 

Even if the state of Virginia should 
change to the unit method of valuation, 
the problem of equalization remains, This 
is because of widely varying but general- 
ly substantial underassessment of locally 
valued realty and tangible personal prop- 
erty. Hence, public service property 
would require some devaluation. 

However, the final report of the Pub- 
lic Service Tax Study Committee itself 
makes no recommendations for major 
changes in the present system. Decision 
was not to recommend the unit method of 
valuation. In addition, the committee 
gave detailed reasons for rejecting five 
possible alternative plans for equalization 
presented in the research report. One 
change was favored. This deals with the 
taxation of the money of railway corpo- 
rations. Present tax is on money derived 
from actual transportation operation. 
Recommended change is that all money 
deposits be subject to tax. 

Title of the complete document is 
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“Taxation of Public Service Corpora- 
tions in Virginia, Report of the Public 
Service Tax Study Committee,” with ap- 


pended research report to the commit- 
tee, Richmond, Virginia. November, 
1947, 





As Agriculture Goes 


RANK E. Warts, executive assistant 

of the Farm Journal, again presents 
a strong case for the importance of our 
rural population in the welfare of the 
country. In a booklet called “As Goes 
Agriculture ...So0 Goes Your Business,” 
Mr. Watts demonstrates this with power, 
both from the economic and political 
points of view. His views on politics in 
this connection are summed up as fol- 
lows: 


Rural people are not subject to the whims 
of corrupt political machines of large cities, 
nor to the organization and direction of 
pressure groups. They cannot be regimented. 
They are independent thinkers, and can be 
depended upon for the preservation of the 
fundamental principles which have made 
America great. If freedom of individual 
rights is to be preserved and protected from 
the “isms” which plague us today, it will be 
through a stronger rural civilization. Any- 
thing which contributes to keeping rural peo- 
ple prosperous, happy, and contented con- 
tributes to keeping America safe from en- 
croaching forces which would destroy our 
way of life. 


Several pages of Mr. Watt’s booklet 
are given over to facts showing the sig- 
nificance of farm electrification in keep- 
ing the farmer prosperous and happy. 
There are some 200 farm uses for elec- 
tricity. One of the major applications 
of electric service to tasks of the farm 
home is the use of the electric motor to 
pump water and have it available under 
pressure. Mr. Watts gives a few illustra- 
tions and comparative costs: 


... Water for stock and the house is a neces- 
sity for every farm. Several hundred gal- 
lons are required on the average farm every 
day. Suppose that 800 gallons are required 
each day and that one-half of it has to be 
— The best a man can do with the 
st equipment is 100 gallons per hour. 
The cost of labor, to say nothing of the 
hard work, would today be at least $3. 
A one-third horsepower electric motor 
will pump this water in one hour at a cost 
of about 1 cent. Furthermore, milk produc- 
tion, proved by tests, is increased by at least 


10 per cent. This increase in milk production 
of a cow giving 6,000 pounds of milk an- 
nually amounts to 600 pounds. At $3 per 
hundred weight this means $18 more reve- 
nue per cow. Thirty cows will produce 


stallation of an adequate water system for 
all purposes the first year. Tests have proved 
that egg production has been increased 19 
per cent by automatic running water at right 
temperature. Suppose a farmer has 500 hens 
—60 per cent laying—and that the increase 
is but 10 per cent for four winter months. 
This means 300 dozen more eggs which at 
but 30 cents per dozen amounts to $90, a 
big return on a very small investment with 
much time and labor saved. 


LsO pointed out is the fact that, while 

by 1948 approximately 65 per cent 

of farms will be connected for electric 

service, a relatively small per cent are 

“electrified.” Monetary returns and labor 

saved from electrification are shown by 
many examples. 

Mr. Watts gives considerable time and 
space to demonstrating that agriculture 
has most of the opportunities enjoyed by 
industry in connection with methods of 
reducing costs. This is the farmers’ 
greatest problem. Prices are high now, 
but lower prices are in prospect. Hence, 
the only way of maintaining income or 
of increasing it is to reduce costs. 

Primary methods for increasing yields 
and reducing costs which are discussed 
are outlined below: 

1. Conservation of soil by contour plowing 

and other methods, 
2. Maintenance of fertility of soil by crop 
rotation and use of fertilizers. 

3. Mechanization of all types, such as trac- 

tors, motors, and combines. 

4. Use of insecticides and weed killers. 

5. Seed testing. 

6. Improved livestock. ‘ 

7. Better marketing, including vertical di- 

versification. 

8. Chemurgy, new industrial uses of farm 

roducts. 

9. elopment of new crops, such as tung 


oil. 
10. Utilization of residues and waste. 
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Main theme of the booklet is that the 
best guaranty of steady employment of 
labor and the stability of all phases of 
business depends upon a profitable agri- 


culture. Secondary purpose of the pres- 
entation is to show how agriculture can 
improve its position by reducing costs. 





Congressman Objects to Publicly Owned Power 


EPRESENTATIVE William J. Miller 
(Republican, Connecticut) often 
gives Congress pointed remarks not 
pleasing to advocates of publicly owned 
power systems. During a recent speech 
on the House floor Mr. Miller mentioned 
having heard over the radio an announce- 
ment that California had found it neces- 
sary to impose a brown-out in seven 
counties to conserve electricity. 

The House at the time had under con- 
sideration an appropriation for civil 
functions administered by the Army, 
which plans and controls some of the 
country’s hydroelectric power. Mr. Mil- 
ler took the occasion to quote some fig- 
ures on hydroelectric power development 
and add some of his personal views. He 
said : 

The tax-paying, business-managed compa- 
nies were installing hydroelectric capacity at 
a very uniform rate from 1920 to 1932. Dur- 
ing this period they installed slightly over 
4,800,000 kilowatts or an average of 400,000 
kilowatts a year. From 1932 to 1947—and 
I might point out that the Federal Power 
Act was passed by Congress in 1935—they 
only installed 550,000 kilowatts. The post- 
war period indicates an improvement but 


still less than half of the 1920 to 1932 rate 
of growth. The major part of the growth 
in hydroelectric capacity from 1935 on has 
been in socialized Federal projects under 
the planning and control of the United States 
Engineer Corps and the Bureau of Reclama- 
tion and the TVA. The same holds true for 
the scheduled installations during the next 
five years. 

It is a tragedy that any state should have 
to have a brown-out because of the lack of 
hydroelectric energy which was brought out 
by a drought. Before we spend huge sums 
of the taxpayers’ money to further expand 
the development of hydro plants, we should 
certainly make sure that we are not going 
to drive the privately owned companies out 
of the areas in which we may build federally 
owned hydro projects. Either the privately 
owned companies must be permitted to grow 
and prosper or we will face the necessity of 
having the Federal government embarking 
on a program of building steam plants as 
well as hydro. 


In closing Mr. Miller remarked that 
in his state the privately owned compa- 
nies paid a total tax—local, state, and 
national—of approximately $12,000,000 
last year. The speech appeared in the 
Congressional Record of February 27th, 
page A1265. 





Notes on Recent Publications 
76 Ninth avenue, New York 11, New York. 


“Short Form” Annual Report Best. Merryle 
Stanley Rukeyser, well-known columnist and 
economic writer, presents a good case for 
the humanized brief annual report for cor- 
porations. He does this in an article entitled 
“Facts Fight for Free Enterprise” in a 
quarterly magazine called Point of View. 
Mr. Rukeyser has had wide experience as 
a consulting economist and public relations 
expert. In order to make friends with stock- 
holders and the public he contends that the 
annual report should be simple, honest, hu- 
man, and consistent from year to year. He 
asserts that both good and bad news should 
be presented wit 
View is published by Geffen, Dunn & Co., 


out prejudice. Point of 


Transit Companies and the Public. Transit 
public relations are pointed up in a sharp 
manner in a pamphlet bearing that title. It 
is published by the American Transit Asso- 
ciation. The booklet outlines good-will build- 
ing measures for local transit companies. The 
necessity of having all employees public re- 
lations minded is stressed. Detailed atten- 
tion is given to press, radio, employee, stock- 
holder, school, and community relations. 
Also, methods of dealing with legislative, 
administrative, and regulatory officials are 
discussed, TRANSIT BLIC RELATIONS, 
American Transit Association, New York. 
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The March of 
Events 


In General 


Oil Report Released 


60-PAGE report on the oil situation, 

prepared by Max W. Ball, director 

of the oil and gas division, Department 

of the Interior, was released on March 
22nd. 

The report outlines the developments 
which led to the critical heating oil short- 
ages the past winter when demands on 
the petroleum industry far exceeded the 
war years, and reviews the present situa- 
tion and discusses probable future trends 
and developments. The report high- 
lights several salient facts. 

Total United States demand in 1947 
was about 10 per cent greater than in 
1945, the peak year of the war. Prior 
to 1946 coal was the chief source of our 
mechanical energy, but energy sources 
have shifted sharply in the past quarter 
of the century. From 1920-1946, the 
amount of energy supplied by coal de- 
creased more than 10 per cent whereas 
that supplied by water power increased 
86 per cent, and that supplied by oil and 
natural gas increased 288 per cent. 

The report shows that demands for 
petroleum products since the war have 
increased at such a rapid pace that sup- 
ply, whose growth was restricted by six 
years of war and steel shortages, has not 
been able to keep up with it. The result 
has been shortages not only in the United 
States but in the world at large. This in- 
crease in consumption, according to Mr. 
Ball, is directly attributable to the great- 
er number of passenger automobiles, 
trucks, busses, farm tractors, planes, and 
Diesel locomotives now in use, as well as 
the unprecedented conversions from coal 
to oil for heating purposes. 
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Distribution of Assets Delayed 


ORTH AMERICAN LicHT & PowER 
CoMPANY has decided to delay 
distributing its assets under the plan ap- 
proved by the Securities and Exchange 
Commission on June 25, 1947, until the 
appeal of a common stockholders’ group 
opposing the plan is heard in May and a 
decision rendered. 


Court Rules on Gas Rebates 


HE United States Fifth Circuit 

Court of Appeals ruled last month 
that “an appropriate order” be drawn up 
for the distribution of about $2,765,000 
in rebates on natural gas rates to cus- 
tomers of the Interstate Natural Gas 
Company, Inc. 

The rebates represent a reduction in 
rates charged by Interstate to three pipe- 
line companies. Reductions were 
ordered in 1943 by the Federal Power 
Commission and since that time the mat- 
ter has been the subject of court action. 

Since the FPC decision was handed 
down the Interstate firm has been making 
monthly payments into the registry of the 
circuit court in the amount of the differ- 
ence between the old rates and those 
ordered by the FPC, pending final out- 
come of the case. 

After the court upheld the FPC reduc- 
tion, a controversy arose over the method 
of distribution of the refunds. The three 
pipe-line companies, the Mississippi 
River Fuel Corporation, Southern Nat- 
ural Gas Company, and United Gas Pipe- 
line Company, contended that they should 
be given the amount held by the court for 
distribution to ultimate consumers. 
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Alabama 


Transit Rate Hike Asked 


AN increase in bus and streetcar fares 
has been asked of the state public 
ervice commission by Birmingham Elec- 
ric Company. The petitioner declared 
ts transportation system was operating 
bt a loss, and asked for a flat 10-cent 
are on all lines, with free transfers. 
Tickets for schoolchildren would be 
Increased from 24 to 3 cents each. These 
ickets now carry no transfer privileges, 
xcept on certain shuttle lines. None 
would be granted under the proposed rate 
hange, except on such shuttle lines. 
The present fare on a majority of 
streetcar and bus lines in Birmingham 
nd suburban areas is 7 cents, with 2 
ents charged for transfers. The pro- 
bosed new schedule of fares would 
liminate the 2-cent transfer charge 
presently required on a number of lines 
ready having a 10-cent fare. 


EEI Presents Award 


HE Edison Electric Institute last 

month notified Thomas W. Martin, 
president of Alabama Power Company, 
that the company would receive the 
Thomas W. Martin Award for its record 
in farm electrification activities during 
1947. 

The award would be presented at the 
national meeting of the Edison Electric 
Institute in Chicago in April. 

Alabama Power Company built the 
first rural electric line in Alabama, and 
one of the first in the United States. This 
is the second time the company has re- 
ceived the award, which was established 
in 1932 when Mr. Martin made funds 
available for a suitable annual recogni- 
tion of the electric operating company in 
the United States making the greatest 
contribution to rural electrification and 
agricultural progress each year. 


Arkansas 


Gas Service Snagged 


ast Arkansas residents may not get 
natural gas service for years. Offi- 
ials of three major companies were un- 
ble to accept a block of 22 franchises 
t a meeting of the Eastern Arkansas 
Jatural Gas Consumers Association 
oard in West Memphis on March 19th. 
President C. Hamilton Moses said the 
rkansas Power & Light Company 
ould not accept because the Securities 
ind Exchange Commission frowns on the 
istribution of electricity and gas by the 
ame corporation. 


President L. L. Baxter of the Arkan- 
sas Western Gas Company declined the 
offer because, he said, no pipe or source 
of supply is available. 

A. H. Crouch of the Arkansas Louisi- 
ana Gas Company said : “We have plenty 
of gas but can’t get it up here without 
pipe.” 

Mr. Moses advised caution, saying: 
“You have a fine organization. Keep it 
together and wait until something hap- 
pens.” 

The franchises will be held by the 
board until next year. Then prospects 
for service will be studied again. 


California 


Power “Czar” Named 
A Power “czar” for northern and cen- 
tral California was appointed last 
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month by the state public utilities com- 
mission in an unprecedented step result- 
ing from a “critical shortage of water” 


APR. 8, 1948 





PUBLIC UTILITIES FORTNIGHTLY 


and an “urgent necessity to conserve 
temporarily electric power and energy.” 
Invested with full authority over “the 
production, transmission, distribution, 
sale, and use of electrical energy,” Rob- 
ert P. O’Brien, the emergency power 
director, immediately issued a set of 
rules, the basic object of which is to re- 
duce the use of power throughout the 
area by 20 per cent. Residential as well 
as industrial and agricultural use of 
energy is affected. 

The commission found that despite 
brown-outs, switch pullings, and other 
power curtailments during February, 
the net result was not a 10 per cent reduc- 
tion in power use, as had been predicted, 
but a 19 per cent increase from Febru- 
ary, 1947. Much of the increase was at- 


tributed to “extremely high demands 
for the pumping of water for agric 
tural purposes in the Central valley. 


resulted from seasonal rainfall far be 


low normal. 

General R. E, Mittelstaedt, presiden 
of the commission, said the rules issue 
by Mr. O’Brien, who has been 
agency’s chief electrical engineer sing 
1938, had been unanimously approved b 
the members. Under the new rules, e1 
forcement is taken out of the hands « 
the utility companies, which are enjoine 
from pulling switches or otherwise it 
terrupting service to consumers excej 
when their equipment is in danger 4 
suffering damage. Violation of the rul¢ 
subjects the violator to discontinuance 4 
all electric service. 


Colorado 


Fare Increase Suggested 


— reports that the Denver 
Tramway Corporation would seek 
an increase in fares “in the near future” 
were confirmed recently by Howard S. 
Robertson, president. His announcement 
came at the annual stockholders’ meeting. 

Although no decision had been made 
on the proposed schedule, Robertson 
said he believed it likely that the com- 
pany would ask a straight 10-cent fare, 
abolish the present 84-cent token 
schedule, retain the 5-cent fare for 
schoolchildren, and raise the present 4- 


cent child’s fare to 5 cents. Timing of tl 
request, Robertson said, would depe 
somewhat on the progress of negotiatio 
with union employees, whose contrac 
expire May Ist. 

“Before requesting the increase,” 
explained, “we should have a pretty goo 
idea what our expenses are going to | 
and how much additional revenue we'v 
need.” 

He said it was possible the 10-cent fas 
might not be high enough, but added 
the board of directors was opposed to a 
greater increase if it could be avoided. 


Georgia 


Rate Increase Petition Filed 
HE Georgia Power Company last 
month petitioned the state public 

service commission for an immediate 
emergency rate increase to yield about 
$4,000,000 a year. More than 350,000 
consumers would be affected by the rate 
increase. 

The Georgia Power Company’s presi- 

dent, C. B. McManus, described the 
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company’s financial situation as “crit 
cal.” In his petition Mr. McManus poi 

ed out that $10,000,000 raised recent 
from the sale of bonds for an expansio 
program would be exhausted by Ap 
Ist. Under the company’s preset 
schedule of rates, he declared, it wi 
doubtful that the company could com 
plete the expansion program necessa 

to meet the power demands of the rapid] 
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growing industrial area of Georgia. He 
added that $30,000,000 is required to 
meet the construction requirements this 


year, and cited the necessity of raising 
$12,000,000 from the sale of common 
stock in the near future. 


Kentucky 


REA Bill Killed 


MONG bills killed by adjournment of 
the state senate was the measure 
which would free rural electric codpera- 
tive associations from regulation by the 
state public service commission. 


A house-approved bill to increase from 
twenty-five to fifty years the time allowed 
rural electric codperatives to amortize 
their debts was taken from the senate’s 
order of business after a rules com- 
mittee meeting on March 17th. 


Michigan 


Fare Increase Announced 


) Brae a barrage of criticism from 
common council, the Detroit Street 
Railway Commission recently announced 
it would increase fares to 13 cents on 
April 5th. 

F. P. Sisson, resident commissioner, 
claimed that the system had gone into the 
red $694,849 in February, d loss eclipsing 


the previous record of $589,000 in Janu- 
ary. 

Former Mayor Edward J. Jeffries, Jr., 
attending the rate hearing, charged the 
DSR Commission had no basis in fact 
for seeking a fare increase. He declared 
the commission had taken as a criterion 
the two worst months, when all trans- 
portation systems lost money. 


Nebraska 


District Power Rates Cut 


LECTRICITY rates for Omaha Public 
Power District patrons were cut 
$1,250,000 a year, beginning April Ist. 
All classes of electric users will share in 
the saving, directors announced recently. 
The sum is 10 per cent of the utility’s 
1947 revenues. 
First cut in rates since 1939, the re- 
duction was made despite higher operat- 


ing costs, it was said. The 1939 reduc- 
tion was for $450,000. 

Annual saving under the lower rates 
will mean a month’s free electricity for 
most homes. More than $400,000 of the 
cut will be applied on residential bills. 
The lower rates will mean an annual cut 
of $500,000 for business and industrial 
users, 

Governor Val Peterson praised the 
directors for their “fine management.” 


Nevada 


Power Use Slashed 
HE state public service commission 
on March 19th ordered into effect 
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a 20 per cent power reduction program 
for all household, industrial, and agricul- 
tural users of electricity in western 
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Nevada. The new curtailment program 
became effective immediately. 

Power use for all consumers was to be 
cut immediately to 80 per cent of the total 
used during the corresponding month 
last year. 

Commercial establishments were per- 
mitted identifying signs not to exceed 75 
watts from sunset to closing. Theaters 


must cut entrance and marquee light to 
25 per cent of normal, a restriction which 
also applies to operators of parking lots, 
service stations, used car lots, auto courts, 
and similar enterprises. 

All night protective lighting is to be 
limited to 5 watts per 100 square feet of 
interior area, but may be 25 watts per 
store or entrance. 


New Jersey 


Reorganization Bill Introduced 


a reorganization bill 
was introduced in the state legisla- 
ture last month which would designate a 
department of public utilities as one of 
the principal departments of the state 
government under the state’s new Consti- 
tution. 

The present state public utilities com- 
mission would be designated as the head 
of the department, under the bill, which 
was introduced by Senator C. Wesley 
Armstrong, Jr., Mercer county Republi- 
can, as chairman of the joint legislative 


committee on state government reorgani- 
zation. 

In keeping with the new state Constitu- 
tion, the governor would be given re- 
moval powers Over commission members 
“for cause.” The bill would not affect the 
6-year terms of the present commission- 
ers. 

Under the bill, the governor may also 
designate one of the three commissioners 
as chairman during the governor’s term 
of office. He shall be the presiding offi- 
cer and the chief administrative officer. 
Under present law the utility commis- 
sioners select their own president. 


New York 


Gets Interim Rate Rise 


HE state public service commission 
last month announced that it had 
authorized an interim increase in gas 
rates of the Brooklyn Borough Gas Com- 
pany, which serves about 92,000 consum- 
ers in the southern part of Brooklyn. 
The average increase under the new 
rate, which will be effective until Decem- 


ber 31, 1948, pending a final decision in 
a hearing before the commission, will be 
about 26 cents a month for other than 
house-heating consumption. The rate for 
heating will be increased from 6 to 7} 
cents a hundred cubic feet for consump- 
tion above 6,100 cubic feet. 

The company had sought an increase 
that would produce additional revenue of 
$650,000 a year. 


Pennsylvania 


Philadelphia a temporary injunction 
against higher transit fares, but the re- 
straining order came too late to halt the 
collection of increased fares beginning 


Fare Rise Enjoined 


EDERAL Judge J. Cullen Ganey on 
March 20th granted to the city of 
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March 21st. The Philadelphia Trans- 
portation Company was required to issue 
rebate slips representing the excess over 
the old fares or to refrain from collect- 
ing the higher charges authorized early 
last month by the state public utility com- 
mission. These slips were to be ready 
March 22nd. 

Company lawyers protested that the 
transit system was not prepared to issue 


the slips or to stay the fare rise. Judge 
Ganey suggested that the city waive the 
“reparations” requirement until the slips 
were printed and distributed. City at- 
torneys agreed. 

Judge Ganey also granted the city’s 
petition for the convocation of a special 
3-judge court to consider extending his 
injunction until final decision of the rate 
case by the state commission. 


Texas 


Court Dismisses Suit against 
Commission Order 


IstricT Judge Roy C. Archer dis- 
missed an injunction suit brought 

by oil companies against an order of the 
state railroad commission to close the 
Seeligson field’s Gryp oil wells. This had 
been ordered by the commission because 
® 40,000,000 cubic feet of gas were being 
destroyed daily. Shell Oil Company, 
Inc., Sun Oil Company, Magnolia Petro- 
leum Company, an affiliate of Socony- 
Vacuum Oil Company, Inc., and other 
companies operating in this field report 
they have completed a gasoline plant to 
process the casinghead gas. Residue gas 


goes into Tennessee Gas Transmission 
Company’s pipe line. Because of this use 
of some of the gas, the commission’s 
order was attacked. Operators in 15 
other Texas fields were ordered to show 
cause why gas-flaring should be allowed 
to continue. 

The state commission plans to write 
60-day, rather than 30-day, proration 
orders beginning this summer, Ernest 
O. Thompson, chairman, revealed. After 
April’s hearing on the amount of oil the 
various fields of Texas may produce, an 
order will be issued for both May and 
June. Another June hearing will pre- 
cede the production order for July and 
August. 


Utah 


Legislation Enacted 


SPECIAL session of the state legisla- 
ture, which adjourned March 20th, 
enacted a bill to permit private industry 
to sell excess power, water, and gas to 
public utilities without bringing such 
private industries under state utility 
regulation. 

In advocating the legislation, Governor 
Herbert B. Maw explained that it “will 
help our industrial expansion by making 
available some 25,000 kilowatt hours of 
electrical energy per year generated by 
the Kennecott Copper Company for dis- 
tribution through the facilities of the 
Utah Power & Light Company.” 

Also enacted at the governor’s sugges- 
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tion was a measure to legalize “share-the- 
ride” transportation as used by em- 
ployees of Army and Navy installations 
and industria] plants. 

Another bill passed by the special ses- 
sion appropriated $18,304 to the state 
public service commission for utility 
regulation. 

There was little disposition on the part 
of the lawmakers to consider a bill intro- 
duced by Senator Val H. Cowles, Price 
Democrat, to repeal Utah’s sales tax and 
replace it with a severance tax on natural 
resources, including natural gas. The 
proposed tax was substantially the same 
as one introduced during the 1947 legis- 
lative session, 
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Washington 


Gas Line Nearer Reality 


NATURAL gas supply for Spokane 

moved closer to realization recent- 
ly as A. Faison Dixon, New York petro- 
leum engineer who heads the Northwest 
Natural Gas Company, reported his firm 
expected to connect the city with Alberta 
natural gas fields by the end of 1950. 

“We expect to take gas from all of 
the principal fields of Alberta,” Mr. 
Dixon said, “including the Viking, 
Jumping Pound, and Provost fields and 
others. We will bring the gas by pipe line 
through Crows’ Nest pass to a point near 
Spokane, and from there through Sky- 
komish pass to Vancouver, Seattle, and 
Portland. 

“We plan to furnish gas to all the 
distributing companies in the cities along 
the line that want gas.” 

The pipe line, he said, will be capable 
of delivering 207,000,000 cubic feet of 
gas a day, and will be two feet in 
diameter in the vicinity of Spokane. 
Northwest Natural Gas’ application to 
the Federal Power Commission cites a 
$78,499,000 construction cost for the line, 
with $41,931,000 of that amount to be 


spent in the United States and the other 
$36,568,000 in Canada. 


New Power Battle Looming 


A= battle between public and pri- 
vate power groups in the state of 
Washington loomed recently as a result 
of requests by private power companies 
of Washington and Oregon for 5-year 
power contracts with Bonneville Power 
Administration. 

The private power companies were in 
conference with Paul J. Raver, Bonne- 
ville Administrator, in Portland on 
March 18th. They contend that they can 
neither plan nor finance future construc- 
tion work on their distribution systems 
efficiently unless they have longer-term 
contracts. They now buy power from 
Bonneville on a year-by-year basis. 

The situation was laid before the pub- 
lic power groups by Raver, with Seattle 
and Tacoma municipal plants and the 
public utility districts represented. 
Directors of the Washington Public 
Utility Commissioners’ Association 
promptly adopted a resolution opposing 
the 5-year contract plan. 


West Virginia 


Gas Service Extension Opposed 


(-*% service should not be extended 
into any area “not heretofore 
served with natural gas” until the de- 
mands of the Appalachian area are satis- 
fied, Wheeling officials were advised re- 
cently by the state public service com- 
mission. 

Commission Chairman Charles E. 
Nethken, replying for the commission to 
a questionnaire from Wheeling City 
Manager C. H. Brues, said that the com- 
mission had spent approximately $15,000 
in the past few years “in opposing ap- 
plications made to the Federal Power 
Commission for authority to extend gas 
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services into cities and other areas not 
heretofore served with natural gas.” 

Nethken said it was the position of the 
commission “that authority should not be 
granted to any person, firm, or corpora- 
tion to extend gas service into any city 
or town or other area not heretofore 
served with natural gas until there is a 
supply of natural gas available to meet 
the demands for gas furnished in such 
new areas over and above the quantity 
necessary to enable the public utilities 
operating in the Appalachian area to meet 
the demands made upon them by their 
present and potential customers in the 
area now served by them.” 





Progress of Regulation 


Accounting Requirements Upheld in Face 
Of Confiscation Claim 


Te New York commission has 
power to prescribe a uniform sys- 
tem of accounts and to compel utilities 
to conform. But the system must not 
require that capital items be charged to 
surplus irrespective of whether they 
represent genuine or false values. It 
must not require a utility to write off a 
loss it has not sustained. A New York 
court, upholding an accounting order, 
adopted this general rule in disposing of 
objections raised by the utility company. 

Several objections were made to the 
shifting of items from one asset account 
to another—called by the court “cost 
splitting accounting.” Inherent in the 
confiscation argument, said the court, is 
the theory that the commission will later 
require the company to charge off to sur- 
plus actual costs removed from plant ac- 
counts for transfer to the plant acquisi- 
tion adjustments account. The company 
quoted from the report of the commis- 
sion establishing the accounting system in 
support of its theory that the commission 
was committed to such a policy. 

The court said that without attempting 
to determine whether the full text of the 
report justified this conclusion, it was 
enough to say that a report of this 
character presented nothing for judicial 
review. It is true, the court said, that the 
account Gas Plant Acquisition Adjust- 
ments is somewhat in the nature of a 
suspense account : some items placed in it 
may be subject to future investigation, 
but this characteristic alone does not con- 
demn it. The court continued: 
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We cannot assume for the purposes of 
this review that the commission will in the 
future improperly require petitioner to 
charge off to surplus items of actual cost 
that may be placed in this account. If such 
action should be taken in the future peti- 
tioner will then have the right to review the 
determination of the commission. For the 
present at least petitioner’s complaint that the 
cost splitting accounting requirement is con- 
fiscatory is wholly premature. The desidera- 
tum for such a requirement is not before us. 


The commission had refused to ap- 
prove well drilling costs of predecessor 
companies as original cost. Predecessor 
companies had not capitalized the bulk of 
these costs but charged them to operating 
expenses. Costs charged to expenses as 
a matter of deliberate and informed 
choice could not later be classified as 
original cost. 

So-called “intangibles” carried over 
from the books of predecessor companies 
upon consolidation were also at issue. 
The court could not discover proof that 
any of these intangibles represented cost 
of property first devoted to public serv- 
ice. But, regardless of their accounting 
treatment, the court added, nothing had 
been charged off and the company’s capi- 
tal rights had not been impaired. 

With respect to engineering fees and 
construction charges paid to affiliated 
companies, the court said that there was 
ample justification for the commission 
to direct a segregation, subject to further 
investigation. 

The commission had refused to per- 
mit the company to add to capital ac- 
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counts an amount representing general 
and administrative expenses previously 
charged to operating expenses. The court 
followed the rule that the company “may 
not reaccount and capitalize overheads 
that it elected through the years to charge 
to current operating expenses.” 

The company had been required to 
charge off to surplus a part of the cost 
of a gas survey of the United States 
made by Henry L. Doherty Company in 
1942 for the Cities Service system. The 
entire cost had been prorated among the 
companies of the system. The court held 
that this was not a proper capital expense 
to the company, and the commission had 


power to direct that it be charged to sur- 
plus. Presiding Justice Hill, dissenting in 
part, said that a transfer from the plant 
accounts to the acquisition adjustments 
account was the first half of the present 
method which the commission adopts in 
charging off assets. Transfers, he said, 
are comparable with elimination, and the 
commission may not require a utility to 
show a loss where none has occurred. 
The plant acquisition adjustments ac- 
count, he said, is described by the com- 
mission as an account of book assets 
which are “not real assets.” Republic 
Light, Heat & Power Co., Inc. v. Malt- 
bie et al. 76 NY S2d 479. 


e 


Earnings Requirements of Telephone Company 
In Nation-wide System 


HE Alabama commission authorized 

the Southern Bell Telephone & 
Telegraph Company to increase rates to 
provide $360,000 additional revenue. 
The company asked increased revenues 
of $2,530,000 based on a return rate of 
6.66 per cent applied to net average in- 
vestment, 

This rate of return was a composite 
rate of a proposed 9 per cent rate of re- 
turn on the capital stock of the company 
(equity capital) and an interest rate of 
2.82 per cent for debt capital. All the 
stock of the company is held by the 
American Telephone and Telegraph 
Company. The commission said: 


Bearing in mind that the source of all 
Southern Bell equity capital assignable to 
Alabama stems from the American Com- 
pany, and that, if the credit of the American 
Company should be impaired, it may ulti- 
mately affect Southern Bell and make it im- 
possible for them to expand their service in 

Alabama, it was necessary for the com- 
mission to direct its attention to the earning 
requirement of the American pany. 

The investing public is the source of the 
American Company’s capital structure, and 
the proceeds from the sale of stock and bonds 
are invested by the American Company in 
the Bell system companies. 

The American Company requires earnings 
from its investments in the Bell system 
companies, sufficient to pay interest on fund- 


ed debt (outstanding debenture bonds) and a 
APR. 8, 1948 


reasonable return on their equity capital 
(common stock held by the public). 


For the past twenty-five years the 
parent company has paid a $9 annual 
dividend. The commission reasoned that 
the credit of the American Company 
would possibly become impaired if it 
failed to earn this rate of dividend for 
any substantial period of time. 

The commission’s computation dif- 
fered, however, from the company’s. It 
showed that after assigning a $9 dividend 
rate and applying the average interest 
rate the American Company was required 
to pay on funded debt, it would require a 
5.9 per cent return on the capital that it 
had invested in the Bell system com- 
panies as an earning requirement. The 
commission decided that “the realistic 
rate of 5.9 per cent should be applied” 
and not the “arbitrary 9 per cent rate” 
proposed by the company. 

The commission, in considering pay- 
ments under a license contract with the 
parent company calling for 1} per cent of 
gross revenues, reduced the claim for 
cost of rendering service to the operating 
utility. The commission excluded an 
amount allocated to Alabama for Federal 
income taxes, which the commission did 
not consider a proper cost. 
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The company make available cafe- 
teria service to officials and employees. 
The commission did not question the 
benefits that might accrue to both the 
company and its employees from this 
service, but it refused to allow a loss from 
cafeteria operations as an operating ex- 
pense. Alabama telephone users, said the 
commission, should not be required to 
subsidize this service. 

Included in maintenance expense was 
the cost of rearranging and changing 
plant and equipment. These expendi- 
tures, to a large extent related to new 
construction projects, were at a high 
level. The commission thought that it 
would constitute an unfair burdén on 
present users of the service to pay all of 
the extraordinary cost of rearrangement 
and changes prevailing at the time. In- 
asmuch as the benefits from these ex- 
penditures would last many years into 
the future, the present high cost, said the 
commission, should be averaged with the 
lower costs that would occur in the fore- 
secable future. 

A claim for relief and pension expense 
was reduced. An item representing the 


interest requirement of unfunded actu- 
arial liability not relating to current 
operations was held not to represent an 
item of current operating expense. 

To avoid the cost of constructing 
duplicate facilities used in intrastate and 
interstate long-distance toll service it is 
the practice of the Long Lines Depart- 
ment of the American Company facili- 
ties to lease to the operating company. 
A rental of 214 per cent is applied to the 
cost of these facilities and the com- 
ponents of the rate include 5.7 per cent 
for depreciation and 7 per cent for re- 
turn on investment. 

The commission said that inasmuch as 
Southern Bell is required to pay the de- 
preciation of the equipment, the rate of 
return to the Long Lines Department 
should be related to the depreciated value 
of the property and not to its original 
cost. The commission concluded that a 
4 per cent rate applied to original cost 
would approximate a 7 per cent on the 
depreciated value of the facilities, and 
this rate would provide a more reason- 
able rental rate. Ke Southern Bell Tele- 
ph. & Teleg. Co. (Docket 11272). 
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Cost of Servicing Appliances Not to 
Be Charged to All Customers 


AT with a gas water heater 
should not be called upon to help 
pay for fixing, mending, or replacing ap- 
pliances of neighbors. So says the Maine 
commission in a rate proceeding where 


an item for “work on consumers’ 
premises” appeared in an estimate of op- 
erating expenses. The commission goes 
on to say: 


Work performed under this item consists 
of installing, adjusting, and servicing 
appliances on the consumers’ premises and it 
makes no difference whether the appli- 
ance was bought from the company or any- 
one else. The cost of installing or setting 
up of appliances is included in the purchase 
price when bought from the company and 
such costs are charged to the merchandising 
accounts — Nonoperating Revenues. It 
would seem that this servicing charge should 
not be made so that it is borne by the cus- 
tomers of the company. Why one customer 
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having a gas stove should pay for fixing 
another customer’s gas refrigerator is not 
clear. 


The company had made a profit on 
jobbing and sales of merchandise. The 
commission said that it was fair to all 
consumers that this nonoperating profit 
should bear the cost of adjusting, repair- 
ing, and servicing appliances. 

In its optional rate for house heating a 
final bracket of 6.5 cents per hundred 
cubic feet was proposed, and in its gen- 
eral rate schedule a final bracket of 6 
cents per hundred cubic feet. The com- 
mission said there was grave doubt that 
the company could sell gas at 7 cents 
per hundred cubic feet and make any 
profit on the transaction. 

Gas, the commission continued, should 
be sold at a price to do the seller some 
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benefit, otherwise some consumers must 
help carry the more favored customers. 
The commission believed that 7 cents per 
hundred cubic feet was as cheap as the 
company could afford to sell gas. 

A return of approximately 6 per cent 


was approved by the Maine commission. 


A minimum charge was held to be both 
fair and necessary. A small charge for 
restoration of service was also approved. 
Lewiston Gas Light Co. v. Itself (FC 
No. 1274). 


e | 
Railroad May Give Exclusive Cab Rights 


A action, brought by a railroad and 

by a taxicab operator having an ex- 
clusive privilege to solicit patronage on 
railroad premises, for an order forbid- 
ding the use of railroad property by com- 
peting taxicabs resulted in the issuance 
of an injunction by the New York 
Supreme Court. 

The court, after determining that the 
railroad had title to land used by taxi- 
cabs for parking, made this ruling as to 
the railroad’s dominion over its prop- 
erty: 

The plaintiff railroad company as the 
owner of the Union Station and of the so- 
called West Ramp may lawfully grant to 
any one person or corporation the exclusive 
privilege or license to solicit patronage from 
its passengers and for such purposes may 


give to that person or corporation the exclu- 
sive right or privilege of entering its station 
and also of parking taxicabs or automobiles 
upon any portion of said West Ramp and as 
a corollary plaintiffs may exclude the de- 
fendants from the premises of the New York 
Central Railroad Company. 


The court pointed out that no ade- 
quate remedy at law exists in such a mat- 
ter, since the acts complained of occur 
so many times each day that a multi- 
plicity of actions would have to be 
brought to obtain adequate legal relief. 

The effect of the court order was that 
the competing cab operators were re- 
quired to cease permanently their activi- 
ties on railroad property. New York 
Central R. Co. et al. v. Arthelia et al. 
74 NYS2d 507. 


z 
Limited Voting of Escrowed Subsidiary Stock Authorized 


HE Securities and Exchange Com- 
mission approved a proposal of 
General Public Utilities Corporation to 
amend an escrow agreement so as to 
afford limited voting rights to escrowed 
subsidiary stock. The stock of the sub- 
sidiary company had been deposited with 
an escrow agent to be distributed under 
a holding company simplification plan. 
Originally the escrow agreement pro- 
vided that the escrow agent would not 
exercise any voting power. It has been 
pointed out that the provisions pre- 
cluding such voting might seriously 
hamper the subsidiary company in 
securing the affirmative vote of the 
holders of two-thirds of its outstanding 
common stock, where such affirmative 
vote might be required by statute, cer- 


tificate of incorporation, or bylaws of - 


the company, 
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The escrow agent held on deposit 7.73 
per cent of this common stock. The com- 
mission observed that, if this stock con- 
tinued to be completely sterilized, it 
would be necessary to obtain the affirma- 
tive approval of the holders of approxi- 
mately 72.25 per cent of the remaining 
common stock of the company whenever 
that approval might be required. 

Consequently, authority was sought to 
amend this agreement to provide that the 
escrow agent would, upon receiving writ- 
ten instruction from the holding com- 
pany, vote or grant a proxy for the vot- 
ing of the common stock. It would be 
limited to voting upon matters which by 
statute, certificate of incorporation, or 
bylaws might be adopted only upon ob- 
taining the affirmative vote of the holders 
of not less than two-thirds of the out- 
standing common stock, The commission 
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in approving this amendment reported: 


The proposed amendment to the escrow 
agreement would, as indicated, limit the vot- 
ing by GPU of the escrowed shares to mat- 
ters not connected with the direction or man- 
agement of the affairs of South Carolina. 
So limited, the common stock of South 
Carolina held by the escrow agent will not 
constitute “voting securities” as defined by 
2(a) (17) of the act, and, therefore, such 
common stock would not be deemed to be 


“voting securities” in epg whether 
GPU would become either a holding com- 
pany, or an affiliate, of South Carolina as 
defined in §§ 2(a)(7) or 2(a) (11) of the 
act. Accordingly, it appears that the pro- 
posed amendment will not defeat the original 
purpose of this aspect of the escrow agree- 
ment. 


Re South Carolina Electric & Gas Co. 
et al. (File No. 70-1362, Release No. 
7944), 


e 


Filing of Voluntary Dissolution Plan Does Not 
Bar Commission Action 


HE United States Circuit Court of 

Appeals upheld the right of the 
Securities and Exchange Commission to 
enter a dissolution order under § 11(b)- 
(2) of the Holding Company Act subse- 
quent to the filing of a voluntary disso- 
lution plan under § 11(e). 

Two days after the holding company 
had filed a voluntary plan, the commis- 
sion started proceedings against the com- 
pany under § 11(b)(2). The two pro- 
ceedings were consolidated by commis- 
sion order. 

The holding company contended, in 
effect, that it was entitled under the law 
to have its plan considered, without 
reference to the commission’s proceed- 
ing, until the efforts resulted in an ap- 
proved plan or demonstrated failure of 
efforts to provide one. The court did not 
believe that the company’s point was well 
taken. It said: 


We think the only way that petitioner’s 
point can prevail is to hold that the statute 
precludes § 11(b) (2) proceedings so long as 
anything under § 11(e) is pending. We find 
no warrant in the language of the statute 
nor the decisions applying it which lead us to 
that conclusion. The exclusiveness of pro- 
ceedings under § 11(e) existed only until 
January 1, 1948; there is no other provision 
in § 11(b) (2) which prevents the use of that 
section after the date previously mentioned. 


We should be reluctant to reach any other 
conclusion for it would establish an un- 
fortunate restriction on the procedure of a 
body whose procedure should remain elastic 
- far as it does not violate due process of 
aw. 


Holding companies themselves have a 
broad area of discretion in determining 
how to bring their systems within the re- 
quired standards of the Holding Com- 
pany Act. Orders entered under § 11(b) 
are fundamentally directions that the 
companies achieve a stated result. Con- 
gress, said the court, intended that the 
commission might leave open for later 
consideration the detailed means by 
which the result should be accomplished. 
That was what the commission did in this 
case. 

The court believed it to be intelligent 
to mold the procedure so that plans sub- 
mitted by persons who are entitled to be 
heard can be considered on their merits. 
The orders complained of make this pos- 
sible. Until a commission order issues, 
only company plans are considered, al- 
though countersuggestions of others 
may be heard when they are relevant to 
consideration of a plan filed under § 
11(e). Northern States Power Co. v. 
Securities and Exchange Commission, 
164 F2d 810. 


e 


Club Use of Part of Building Is under 
Single Minimum Charge 


A of a Maine water company 
provides that no consumer shall al- 
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low any person not a part of his house- 
hold “to purchase, use, take, carry off, or 
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consume water obtained through said 
consumer’s meter.” It also fixes a mini- 
mum meter rate for each owner and for 
each “separate tenement” whether under 
the same roof or not. The Maine com- 
mission has passed on the meaning of this 
rule as applied to an upper floor used by 
the Rotary Club. 

The basement and first and second 
floors of a building are used for a de- 
partment store. The third floor is used 
as a rest room for store employees, and 
on one evening each week it is used by the 
Rotary Club for a luncheon meeting. Be- 
cause of this use the company attempted 
to collect an additional minimum meter 
rate. The company argued that the word 
“tenement” includes a place available for 
rent as well as a place actually rented. 
The commission doubted that the com- 
pany would assess a minimum meter rate 
for each room let in a house or for each 
part of a room occupied by an individual. 

If that were the meaning of the rule, 
said the commission, the rule might well 
be unreasonable, and, if unreasonable, it 
would be unlawful. To require a mini- 
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one evening a week had the significance 
of anything that is held permanently o 
to the exclusion of others. It was simila 
to the holding of luncheon meetings in 3 
hotel dining room. The commission sug 
gested that the rule should more proper! 
make reference to tenants or place of 
business or abode. 

The prohibition in the first part of the 
rule, if applied literally, might well be 
unreasonable, said the commission. It 
might even mean that a consumer is pro 
hibited from giving a glass of water to 
any person not a part of his household 

The second part of the rule, said the 
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hee : : eg ga 
commission, simply provides for a mini = 
mum meter rate for each owner and fo pei 
each separate tenement. It does not seem $3 


to provide any charge “for the giving of 
a glass of water” or for any usage pro- 
hibited by the first part, except where an- 
other owner or a separate tenement is in- 
volved. 

The commission decided that water 
used by the Rotary Club was but inci- 
dental and not in an amount that would 
transgress the first provision of the rule. 


cel 


l 

mum meter rate for unoccupied tene- It also held that the use of the third floor a" 

ments the same as if occupied would also _ by the club was not such as would justify§ , 

be unreasonable. the assessment of an additional mini-§ 7 
It did not appear to the commission mum meter rate. Senter v. Damariscotta- 
that the occupancy by the Rotary Club Newcastle Water Co. (FC No. 1253). 

7 
Compensation to Attorney in Simplification Proceedings y 


HE Securities and Exchange Com- 
mission granted, in a reduced 
amount, an application by an attorney for 
a common stockholder requesting com- 
pensation for services rendered in con- 
nection with a plan under § 11(e) of the 
Holding Company Act. At the outset the 
commission disposed of questions relat- 
ing to its power to award compensation. 
The commission’s jurisdiction over 
fees and expenses, it was held, includes 
power to award compensation for serv- 
ices beneficial to the reorganization, the 
payment of which is not specifically pro- 
vided for by the company and is opposed 
by it, particularly where the company 
has, in connection with approval of the 
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plan, undertaken to pay such fees as are 
awarded by the commission. = 

The commission further held that it is } 2° 
not disqualified from rendering a deci- 
sion because members of its staff have § ™ 
taken a position opposed to that of ang *" 
applicant seeking fees and expenses in 
the reorganization. 

In considering the amount of compen- 
sation to be awarded, said the commis- 
sion, the ultimate test is the measure of 
the benefit conferred by the activities of 
the applicant. Among subsidiary con- 
siderations are the time properly required 
to be spent on the matter for which com- 
pensation is sought and the difficulty of § S¢ 
the problem involved. It also said: 
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In passing on applications for fees and ex- 
penses, we have applied the principles fol- 


lowed by the Federal courts in cases under 


§ 77B and Chapter X of the Bankruptcy Act, 
—_ the general rule is that compensation 
at out of the estate in reorganiza- 

for such services as have con- 

rivaned to the formulation of the reorgani- 


zation plan adopted or to the defeat of a 


a oye yt ape ace or-which were otherwise bene- 
administration of the estate. In 


poe fs this rule with respect to compensa- 
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tion for services rendered in connection with 
a §11(e) plan, we have recognized that com- 
pensation should not be paid out of the re- 
organization estate for activity which is 
merely duplicative of the work of others and 
does not represent a real contribution to the 
reorganization process. 


Re Electric Bond & Share Co. et al. (File 
No. 5451, Application 10, Part E, File 
No. 59-12, Release No. 7982). 


7 


Rates for Liquefied Petroleum Gas Increased 


HE New Mexico commission 
authorized a liquefied petroleum 
gas company to increase rates so as to 
produce a return of between 6} and 7 
per cent on a rate base of approximately 
$35,000. A depreciation rate of 5 per 
cent was considered adequate. 
The commission believed that because 


of fluctuating costs of liquefied petroleum 
gas, based on the price of crude oil, a fuel 
clause should be added. 

The fuel clause would provide for ad- 
justing the schedule of rates so as to pass 
on to the consumer any increase in fuel 
cost above a base price of 7} cents a a - 
lon. Re City Gas Co. (Case No. 213). 


i 


Substitution of Successor Carrier Allowed 


T= Ohio Supreme Court affirmed a 
commission order granting the ap- 
plication of a motor carrier to substitute 
itself for its predecessor company in an 
application for an amended certificate. 
The court found that the carrier had sub- 


stantially complied with the statutory 
requirements and that the rights of other 
carriers would not be prejudiced by the 
substitution of the real party in interest. 
Valley Greyhound Lines, Inc. v. Public 
Utilities Commission, 76 NE2d 608. 


e 


Strike No Justification for Service Refusal 


HE Texas Court of Civil Appeals 
overruled the objection of a union 
and several common carriers to its as- 
suming jurisdiction over an injunction 
action against them. The action was 
brought by a freight agency against car- 
riers who, at the insistence of the union 
and its business agent, had refused to 
cross picket lines at the freight agency 
and render delivery service. 
The court ruled that the fact that a 


strike was in progress did not relieve the 
carriers of their service obligation. The 
court dismissed the claim of the carriers 
that the proper tribunal to determine the 
matter was either the Interstate Com- 
merce Commission or the state commis- 
sion and ruled that it had authority to 
issue an injunction against the carrier’s 
unlawful refusal to render delivery serv- 
ice. Turner et al. v. Zanes et al. 206 
SW2d 144. 


e 


Other Important Rulings 


TS New York Supreme Court, in 
ordering a bus company to continue 
service over routes which were conceded 
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to be unprofitable, pointed out that al- 
though a utility should not be required to 
render a service, operated at a loss, it 
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must first seek an increased rate or, in the 
alternative, commission approval for 
abandonment of the unprofitable service. 
Maltbie et al. v. Long Beach Bus Co., Inc., 
75 NY S2d 861. 


Voting power is unfairly and in- 
equitably distributed within the meaning 
of § 11 of the Holding Company Act 
where the common stock has an equity of 
only 1 per cent in the assets of the en- 
terprise and 71.3 per cent of the total 
voting power, according to a recent rul- 
ing of the Securities and Exchange Com- 
mission. Re United Pub. Utilities Corp. 
et al. (File Nos. 54-97, 59-73, 59-38, 
70-1679, Release No. 7984). 


A holding company was authorized by 
the Securities and Exchange Commis- 
sion to sell the capital stock of a sub- 
sidiary operating company for a con- 
sideration equal to 9.78 times the ad- 
justed net income of the properties to be 
acquired, where the base purchase price 


was approximately equal to the depreci- 
ated original cost of the properties, plus 
other net assets. Re Middle West Corp. 
et al. (File No: 70-1645, Release No. 
7942). 


The Securities and Exchange Commis- 
sion held that, in considering whether a 
holding company reorganization plan is 
necessary within the meaning of § 11(e) 
of the Holding Company Act, it must 
consider the reorganized company’s 
ability to meet future cash requirements, 
including anticipated construction needs 
and debt retirement. Re Interstate Pow- 
er Co. (File No. 54-130, Release No. 
7955). 


The Indiana commission, in dismiss- 
ing the petition of a mutual telephone 
company for permission to sell its physi- 
cal assets, ruled that a purely mutual 
company is not within the jurisdiction of 
the commission. Re Farmers Mut. 


Teleph. Exchange Co. (No. 18963). 
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RE MOUNTAIN STATES TELEPH. & TELEG. CO. 


WYOMING PUBLIC SERVICE COMMISSION 


Re Mountain States Telephone & 
Telegraph Company 


Docket No. 9108 
January 12, 1948 


A PPLICATION by telephone company for increase in rates; 


granted. 


Return, § 111 — Telephone company — Rate increase. 


1. A telephone company is entitled to increased rates when it earns only 3.2 
per cent on average investment less depreciation reserve, p. 82. 


Valuation, § 49 — Rate base — Current cost new. 
2. The Commission, in establishing a rate base, is not required to consider 
current cost new (which when reduced to purpose is nothing more than 
reproduction cost new on the major items of plant), and such evidence is 
not helpful for rate-making purposes, p. 84. 


Return, § 111 — Telephone. 


3. A telephone rate increase was permitted where the new rates would not 
afford a rate of return in excess of 54 per cent, p. 84. 


By the Commission: Pursuant to 
notice dated the 4th day of November, 
1947, this matter came on regularly to 
be heard before the Commission, en 
banc, on the 16th day of December, 
1947, at the hour of 10 a. m. 


S AppPEARANCES: J. H. Shepherd and 

Elmer L. Brock, Denver, Colo., and C. 
R. Ellery, Cheyenne, for the applicant ; 
Norman B. Gray, Attorney General, 
for state of Wyoming; Arthur Kline, 
City Attorney, for city of Cheyenne. 

The Commission having heard the 
evidence and duly considered the same 
and now being fully advised in the 
premises finds and concludes as fol- 
lows: 


Findings of Fact 
1. That applicant is a corporation 
[6] 
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organized under the laws of the state 
of Colorado and is duly authorized to 
engage in, and is now engaged in, 
conducting a general telephone busi- 
ness throughout the state of Wyo- 
ming ; 

2. That on October 29, 1947, appli- 
cant caused to be filed with the Com- 
mission its application for authoriza- 
tion to increase its rates and charges 
within the state of Wyoming for its 
intrastate operations in the approxi- 
mate sum of $287,000; 

3. That the rates now in effect for 
telephone service were fixed by order 
of this Commission on the 11th day of 
June, A. D., 1936; 

4. That the books and records of 
the company are kept in accordance 
with the uniform system of accounts of 
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the Federal Communications Commis- 
sion; 

5. That as of September 30, 1947, 
the original cost, per books, of the fa- 
cilities of applicant used and useful in 
rendering service to the public includ- 
ing construction work in progress and 
working capital for intrastate opera- 
tions—segregated pursuant to the for- 
mula prepared by a subcommittee of 
the Codperating Staff Committee of 
the National Association of Railroad 
and Utilities Commissioners and the 
Federal Communications Commission, 
as revised on April 28, 1947—-was ap- 
proximately $6,687,000 ; 

6. That as of December 31, 1946, 
the approximate depreciation reserve 
allocable to the intrastate facilities was 
approximately $2,193,000 ; 

7. That applicant, in order more 
adequately to serve the public and to 
meet immediate demand, will be re- 
quired greatly to expand its facilities, 
and during the year 1948 it appears 
that expenditures in excess of $2,000,- 
000 will be made for gross additions 
and betterments to its plant; 

8. That for the period January 
through September, 1947, the operat- 
ing revenues, per books, of applicant 
allocable to intrastate operations ap- 
proximated $2,525,000 ; 

9. That for the period January 
through September, 1947, the operat- 
ing expenses and taxes, per books, of 
applicant was $2,406,000; 

10. That during the period January 
through September, 1947, the operat- 
ing results of applicant, determined up- 
on a rate base of original cost less the 
approximate depreciation reserve ap- 
plicable thereto for facilities used and 
useful in rendition of service plus 
working capital and construction work 
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in progress, indicate an earning of less 
than 3 per cent; that such result is nofj 
indicative of a normal operation fo 
the period however because of the em 
ployees’ strike during the months of 
April and May, which affected to some 
extent the operating revenues and op 
erating expenses for such period; 
[1] 11. That intrastate operating 
results estimated for the full yea 
1947, with adjustment for the strike 
months, appears as follows: 
Total Operating Revenues 
Total Expenses and Taxes 
Net Operating Earnings . 
Average Investment 
Depreciation Reserve 
Average Net 
Rate of Return 


Conclusion 


From the foregoing, it is concluded 


that rates and charges of applicant no 
in effect are not sufficient to afford ap 
plicant a reasonable rate of return o 
its facilities used and useful in rendi 
tion of telephone service, and are to 
such extent unreasonable. 

O pinion 

While it is clear from the foregoing 
findings that the Commission is duty 
bound to grant relief to applicant by 
way of authorizing increased rates and 
charges, perhaps it might be helpful to 
state reasons for the order that shall 
hereinafter be adopted. 

There has been no adjustment in 
the rates and charges of applicant since 
the downward adjustment of the year 
1936. There can be little doubt that 
significant changes in all factors ordi- 
narily considered in rate making have 
made the present rate structure obso- 
lete, and of necessity call for review 
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Wand revision of the order dated June 
11, 1936. 

To indicate to some extent the sit- 
Muation confronting applicant at pres- 

ent, the record shows that in the year 
1936 there were.some 26,000 tele- 
phones in service. Today there are 
some 53,000. Not only does applicant 


ing ack plant margin but, as of September 


30, 1947, it had some 1,862 unfilled 
‘applications for service. Toll demands 
have increased even more. In 1936 
toll messages handled approximated 
730,000, as compared with approxi- 
mately 2,000,000 for the year 1947. 
The means by which applicant, 
through this period, has been enabled 
to cope with unprecedented demands 
have of necessity, because of lack of 
material and labor, been makeshift and 
temporary. It must, if it is to dis- 


charge its obligation as a public utility, 


now permanently and adequately pro- 
ride the necessary facilities. To ac- 
complish this requires the raising of 
apital, and capital cannot be attracted 
from noncompensatory operations. 
The Commission, perhaps, should 
attempt to look into petitioner’s future 
operations to ascertain what the in- 


oingMi creased revenue sought will do. Todo 


this with any degree of accuracy would 
require considerable time and a study 
of the company’s operations by a staff 
of experts which, needless to say, the 
Commission does not have. The peti- 
tion shows that of the $287,000 in- 
crease sought, approximately $112,- 
000 will go to increased income taxes, 
leaving a net increase in revenue to 
petitioner of approximately $175,000. 

The record further shows the cost 
of materials and labor alone will large- 
ly contribute to the estimated increased 

costs of maintenance for the year 1948 


over the year 1947 of some $162,000. 
From the year 1940 to 1946, salary 
and wages paid increased from some 
$550,000 to $1,750,000, and giving ef- 
fect to the increase resulting from the 
strike, it is not unreasonable to sup- 
pose that such costs for the year 1948 
will increase by not less than $200,- 
000. Other increasing expenses might 
also be enumerated, but the foregoing 
appear as the major factors. 

Actually, it appears that total Wy- 
oming interstate and intrastate operat- 
ing revenues for the year 1936 was 
$1,365,000. The same revenues for 
the year 1947—(estimated and elim- 
inating strike period) was $3,794,000, 
or an increase of 178 per cent. The 
total Wyoming interstate and intra- 
state operating expenses, including 
taxes, for the year 1936, was $1,113,- 
000 as compared with 1947 estimated 
of $3,482,000, or an increase of 213 
per cent. 

This shows that operating expenses 
have accelerated even more rapidly 
than operating income, bringing with 
it a disproportion in the level necessary 
to maintain applicant in a sound finan- 
cial condition. 

With knowledge of these matters 
gathered from the record and with 
knowledge of future economic uncer- 
tainties, judicially noticed, the Com- 
mission, in the disposition of this mat- 
ter, is confronted with perplexities not 
ordinarily present in rate matters. 

In other words, as shown by the 
findings, the actual operations of the 
applicant for the first nine months of 
the year 1947, per books, discloses a 
return of less than 3 per cent and for 
the full year, estimated, a return of ap- 
proximately 3.2 per cent. These are 
not refined figures, but are used here 
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only as being somewhat indicative of 
the results of the present structure. 
Under normal conditions, then, the 
Commission would proceed to make 
adjustments, if any, applicable through 
proper rate-making principles, to the 
figures of the base period, and would 
establish as the authorized increase the 
difference between the present adjust- 
ed return and a reasonable rate of re- 
turn. But the difficulty is, that such 
procedure presupposes normal future 
operations over a reasonable period. 
This, the Commission feels sure, will 
not be the situation. These are abnor- 
mal times. A rate structure however 
expertly designed today might within 
a matter of two or three months be- 
come oppressive, either to the sub- 
scriber or to the applicant. 

However, the Commission is not 
here fixing a rate for all time to come. 


It is attempting presently to deal with 
an emergency developed through fluc- 
tuations in economic conditions. It 
seems only proper then, for purposes 
here, to relax strict adherence to rigid 


principles. In so doing, the public is 
not harmed but is protected, in that 
constant vigilance will be kept by the 
Commission over the operating results 
of the applicant in the future. The ap- 
plicant, in turn, will not be hamstrung 
in its immediate need for financing of 
operations and its additions and better- 
ments. 

Of course, the Commission does not 
accept without reservation the conten- 
tion of the applicant that it has ex- 
hausted all possibilities to improve its 
operating results except by increase in 
rates in the amount requested. It is 
thought, for example, that review of 
financial arrangements with related 
companies is unquestionably merited 
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as a possibility. Other minor items 
suggest themselves. However, to de- 
lay what is regarded as interim action 
now for exhaustive investigation of the 
possibilities, does not appear to be jus- 
tified under all the circumstances. 

[2] In passing, may it be said also 

that the Commission in its delibera- 
tions has given no weight whatsoever 
to evidence of applicant offered for the 
purpose of fixing its rate base on a 
“current cost new” basis. The innoc- 
uous appearing phrase, when reduced 
to purpose, is nothing more than “re- 
production cost new” on the major 
items of its plant. The Commission 
does not construe its statutory author- 
ity to require consideration of this 
“phantom of engineering delight,” an 
the Commission does not regard su 
evidence as helpful for rate-making 
purposes. (See Federal Power Com 
mission v. Natural Gas Pipeline Co. 
[1942] 315 US 575, 86 L ed 1037, 42 
PUR NS 129, 62 S Ct 736; Colorado 
Interstate Gas Co. v. Federal Powe 
Commission [1945] 324 US 581, 
L ed 1206, 58 PUR NS 65, 65 S Gi 
829 ; Panhandle Eastern Pipe Line Co 
v. Federal Power Commission [1945] 
324 US 635, 89 L ed 1241, 58 PUR 
NS 100, 65 S Ct 821). 

[3] In the light of what has bee 
said, the conclusion that present rates 
of applicant are unreasonable, in thai 
a sound financial condition is not being 
maintained, seems inescapable to thé 
Commission. Conversely, it is not in 
dicated by the record and prevailing 
conditions that the increase sought wil 
result in unreasonable rates to the sub 
scribers. It is the opinion of the Com 
mission that the increased rates hereif 
sought will not afford petitioner a rate 
of return in excess of 54 per cent 
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hence we see no alternative but to 
grant it. 


ORDER 


It is therefore ordered, that the ap- 
plication to increase rates and charges 
is hereby granted in a sum not to ex- 
ceed $287,000; and, 

It is further ordered, that applicant 
submit tariffs for filing and approval, 
with the Commission equitably appor- 
tioning the said increase among its 
users, said tariffs to become effective, 
with the exception of toll rates, on and 
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after February 1, 1948, if prior ap- 
proval has been secured from the Com- 
mission ; and, 

It is further ordered, that tariffs 
governing toll rates shall become ef- 
fective on and after approval of the 
Commission ; and, 

It is further ordered, that applicant 
shall submit monthly reports showing 
its operations in Wyoming on the 
same form, and in the same manner, 
as furnished its state offices on peti- 
tioner’s Forms 1803—A-—B-C. 





UNITED STATES CIRCUIT COURT OF APPEALS, NINTH CIRCUIT 


Interstate Electric, Incorporated et al. 


Vv. 


Federal Power Commission 


No. 11590 
164 F2d 485 


November 


24, 1947 


ETITION by utility to review an order of the Federal Power 
P< ommission authorizing the merger and consolidation of the 
facilities of two other electric companies; dismissed. 


4ppeal and review, § 84 — Parties — Petition by intervener for review. 
A Federal Power Commission order authorizing a utility and others to in- 
tervene in a hearing on the proposed merger of two other utilities does not 
make the utility a party aggrieved who is entitled to bring a petition before 
the circuit court to review the Commission order authorizing the merger. 


* 


APPEARANCES: D. Elwood Caples, 
pf Vancouver, Wash., John T. Mc- 
utcheon, of Tacoma, Wash., Donald 
eisler, of Dalles, Or., Edward E. 
enry, of Seattle, Wash., and Cam- 
pron Sherwood and Herman H. Hah- 
er, both of Walla Walla, Wash., for 


petitioners; Bradford Ross, General 
Counsel, and Howard E. Wahren- 
brock, Assistant General Counsel, both 
of Washington, D. C. (Louis W. Mc- 
Kernan, and A. R. Spalter, both of 
Washington, D. C., of counsel), for 
respondent. 
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Before Mathews, Healy, and Orr, 
CJJ. 


Per Curiam: This proceeding was 
brought by petitioners to review an or- 
der of respondent, Federal Power 
Commission, authorizing the merger 
and consolidation of facilities of 
Northwestern Electric Company with 
those of Pacific Power & Light Com- 
pany, issued upon an application of 
those companies pursuant to § 203 of 
the Federal Power Act, 16 USCA 
§ 824b. The respondent has moved to 
dismiss the petition for review on the 
ground that petitioners are not parties 
aggrieved by the order, as is required 
by § 313(b) of the act, 16 USCA 
§ 825/(b). 

The motion must be granted. While 
petitioners were permitted by orders 
of the Commission to intervene in the 
proceeding before that body, the order 
expressly stated in each instance that 
the admission of such intervenor “shall 
not be construed as recognition by the 


Commission that it might be aggrieved 
by any order or orders of the Commis- 
sion entered in this proceeding.” In 
the course of the hearing before the 
Commission the petitioners made no 
request for any finding, and no finding 
was made, that any of them had any in- 
terest which might be affected by any 
order the Commission might make. In 
the application for rehearing filed with 
the Commission no objection was in- 
terposed to the failure to make such a 
finding of interest. The Commission’s 
findings include no facts from which 
it can be said, as a matter of law, that 
petitioners are aggrieved; and the 
omission of such findings of fact is not 
here urged to be error. Nor does the 
petition for review allege any facts in 
support of its barren recital that peti- 
tioners are aggrieved persons or par- 
ties. 

Motion to dismiss granted. All mo- 
tions submitted to this court by the pe- 
titioners are denied. 





MINNESOTA RAILROAD AND WAREHOUSE COMMISSION 


Re Northwestern Bell Telephone Company 


M-2828 
December 3, 1947 


— by telephone company for approval of increased 
exchange rates; increase authorized. 


Expenses, § 49 — Pension costs — Past deficiencies. 
1. Actual pensions paid out of funds of a pension trust established by a 
telephone company should be allowed as an operating expense, but the total 
appropriation to pension fund should not be allowed where the fund in its 
early stages was not on a definite actuary basis, the system was later amended 
to put current employees on an actuary basis (the amount necessary to take 
care of old employees to be made up in the future), the amount appropriated 
to the fund has not only materially increased as the number of employees 
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RE NORTHWESTERN BELL TELEPH. CO. 


have increased, but the percentage of payroll appropriated to the fund has 
been materially increased during the past few years, and the company has 
more than doubled the amount paid in the pension fund per dollar of wage 
paid, without explanation of the large increase in the pension appropriation, 


p. 89 


Valuation, § 317 — Working capital — Telephone company. 

2. An allowance for working capital of a telephone company calculated on 
a percentage basis of operating expenses, or approximately 6.66 per cent, 
appeared to be fair and reasonable when slightly more than the materials 
and supplies that the company had on hand, it appearing that the company 
received substantial funds on advance billings and that many costs of opera- 
tion were not paid until after service had been rendered and charges col- 
lected, p. 90. 


Return, § 41 — Factors affecting reasonableness — Relations with parent com- 
pany. 

3. A lower rate of return may be allowed a telephone company than would 
otherwise be considered reasonable where a parent company, the sole owner 
of all the capital stock of the operating company, has complete control of 
the financial structure and as a result of its policy of converting loans into 
capital stock securities instead of interest-bearing securities income taxes 
are paid by telephone users that otherwise would be paid by the stock- 
holders of the parent company, giving the parent company a security in its 
investment analogous to tax exempt securities, p. 90. 


§ 573 — Telephone — Free interexchange service. 
4. Commission policy is to keep monthly rates to resident subscribers as 


low as possible so that telephone service will be within the reach of as many 
citizens of the state as possible, while elimination of toll service between 
closely connected cities would mean that additional revenue to offset income 
lost by free interexchange service would have to be obtained by increasing 
the rates to subscribers, where it appears that intercity toll calls are mostly 
placed by a small number of business subscribers, p. 91. 


§ 582 — Telephone — Burden of increase — Toll service. 

5. An increase in telephone toll rates rather than a spread of additional 
revenue requirements among residence telephone users was preferred in 
accordance with the Commission policy to maintain for residence exchange 
subscribers as low a rate as possible, p. 92. 


§ 209 — Statewide telephone operation —. Statutory requirements. 

6. The Commission, in fixing telephone rates, must ascertain whether or 
not various exchange units are carrying their reasonable proportion of tele- 
phone costs and that no undue burden shall be placed upon subscribers at 
exchanges that will produce a reasonable return by loading upon such ex- 
change the deficits of other operations, under a statute providing that the 
requirement as to reasonableness of rates shall apply to each exchange unit 
as well as to telephone plant as a whole, p. 92. 


§ 538 — Telephone — Grouping of exchanges. 


7. A division of exchanges of a telephone company into exchange groups 
in each of which the rental rates for a given group or subscriber would be 
the same with minor exceptions was approved in order to reduce to a mini- 
mum the prevailing difference in subscriber rental rates as between com- 
parable exchanges and to bring about a uniformity in rates, p. 92. 
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Return, § 50 — Avoidance of confiscation. 


8. The right of a telephone company to a return on physical property used 
and useful that avoids confiscation is the minimum below which the Com- 


mission cannot go, p. 94. 


Return, § 153 — Factors affecting reasonableness — Financial strength of parent 


company. 


9. The Commission, in establishing telephone rates, is not authorized to 
consider the financial strength of the owners of the stock of a telephone 
company although the fact that all the stock is owned by a parent company, 
a very strong financial organization, is advantage to the operating company, 


p. 94. 
Return, § 111 — Telephone company. 


10. Rates of a telephone company were fixed at an amount to give the com- 
pany a return of approximately 5.18 per cent upon book value depreciated, 


p. 94. 


(CHAsE, Commissioner, dissents. ) 


By the Commission: On Decem- 
ber 11, 1946, Northwestern Bell Tele- 
phone Company filed an application 
with this Commission asking this 
Commission for approval of increased 
exchange rates in its schedule appli- 
cable to 147 exchanges operated by the 
company in Minnesota. Thereupon 
the Commission issued an order in- 
itiating on its own motion an investi- 
gation of the reasonableness of all 
rates and charges made by the tele- 
phone company in the state of Minne- 
sota. Hearings were held by the Com- 
mission on February 17 and 18, 1947, 
on June 23, 1947, and on July 29 and 
30 and August 4, 1947. There ap- 
peared at said hearings the following 
persons: T. J. Peycke and N. C. 
Fleming, for the Northwestern Bell 
Telephone Company; R. S. Wiggin, 
City Attorney, and John F. Donner, 
Assistant City Attorney, for the city 
of Minneapolis; Harry E. Weinberg, 
City Attorney, for the city of Duluth; 
Bruce J. Broady, and Marshall F. 
Hurley, Corporation Counsel, for the 
city of St. Paul; The Hon. J. A. A. 
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Burnquist, Attorney General of the 
state of Minnesota; George T. Simp- 
son, Assistant Attorney General, and 
Fred W. Putnam, Special Assistant 
Attorney General, all for the state of 
Minnesota; and T. H. Trelford, Du- 
luth, for himself as a subscriber. 

Evidence was presented in behalf of 
the company and in behalf of the cities 
of Minneapolis, St. Paul, and Duluth 
and by experts of the Commission and 
certain individuals appeared in their 
own behalf, resulting in 579 pages 
of transcript and 73 exhibits being 
filed. 

The original application of the com- 
pany proposed an annual increase in 
revenues for the company of approxi- 
mately $4,886,122 ; that after the hear- 
ings in February, 1947, and before the 
adjourned hearings were held before 
the Commission, the telephone com- 
pany experienced labor difficulties 
which resulted in a strike and a settle- 
ment resulting in a substantial increase 
in labor costs of the company; that 
thereafter the company filed an amend- 
ed application with proposed addition- 
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al rates which estimated to increase 
the revenue of the company of the state 
of Minnesota intrastate business by the 
sum of $6,210,000. 

The main basis for the request for 


Operators 


Service Period 
$18.00 

20.00 

34.00 

37.50 


Increase 1947 over 1940 


Amount 
Per Cent 


19.50 


118% 108% 


The company set forth figures in 
which it estimated that the additional 
cost for labor due to increase in wages 
granted in May, 1947, for the intra- 
state operation was $1,490,000 per 
annum ; that previous increase in labor 
rates had increased labor costs up to 
May, 1947, by a much larger figure; 
that the total wage bill of the company 
in 1940 was $7,152,777 ; that in 1946, 
which, of course, is prior to the 1947 
wage increase, the total wage bill was 
$15,589,774, or an increase of over 
100 per cent; that the revenue of the 
company during this period increased 
from $19,340,766 in 1940 to $30,605,- 
369, or about 50 per cent. That dur- 
ing the same period other costs of the 
company have increased, such as taxes 
in 1940 were $2,433,584, while in 
1946 they were $4,077,906; that all 
other expenses had increased in 1940 
from $5,873,473 to $8,204,232, so that 
increased revenue of the company has 
been more than absorbed by increased 
operating costs including taxes. 

[1] That Mr. Bitney, statistician for 
the Railroad and Warehouse Commis- 
sion placed in the record, Exhibit No. 
62, and in that analyzed some of the 
claimed expenses of the company. The 
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the increase was the greatly increased 
labor costs experienced by the com- 
pany, during the past six years. The 
exhibits show the wage rate changes 
as follows on a weekly basis: 


Maintenance Employees 
37 85 
Months Months 
$32.00 
35.50 
49.00 
53.00 


97 
Months 
$22.00 

24.00 
40.00 
44.00 


Start 
$18.00 
18.00 
30.00 
33.50 


15.50 
86% 


21.00 
66% 


22.00 
100% 
largest item in question is the amount 
set aside for pension of employees. 
The telephone company has for thirty 
years past maintained a pension sys- 
tem. In the early stages it was not on 
a definite actuary basis; that in 1927 
the pension system was amended to put 
the current employees on an actuary 
basis, but the amount necessary to take 
care of the old employees was to be 
made up in the future. The employees 
pay nothing into the pension fund so 
that the expenses charged are paid en- 
tirely by the company and the com- 
pany is requesting that the Commis- 
sion pass this entire charge upon the 
telephone users; that the amount ap- 
propriated to the pension fund by the 
company has not only materially in- 
creased as the number of employees 
have increased, but the percentage of 
payroll that has been appropriated to 
the pension fund has been very ma- 
terially increased during the past eight 
years. In 1938 the pension appropria- 
tion was equivalent to a 2.34 per cent 
of the total employees’ compensation, 
while during the years 1944, 1945, and 
1946 this appropriation to employees’ 
compensation has been respectively 
5.29 per cent, 5.11 per cent, and 5.04 
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per cent. In other words, the company 
has more than doubled the amount 
paid in the pension fund per dollar of 
wage paid; that the company presents 
no explanation for this large increase 
in this pension appropriation. ‘ The 
Commission does not feel justified to 
allow the total appropriation to pen- 
sion funds under the testimony in this 
proceeding but will allow actual pen- 
sions paid out of the funds of the trust. 


Rate Base 


[2] The company has made no ef- 
fort to present testimony as to the pres- 
ent physical value of its properties used 
and useful in furnishing telephone serv- 
ice to the state of Minnesota. Some 
testimony was offered and objected to 
which would attempt to show increased 
costs on a percentage basis, but there 
were no inventories, no examination 
of properties, and the only effect of the 
testimony would be a conclusion that it 
would cost the company more today 
than it did in the past and the company 
appears to make no claim to any val- 
uations other than that which has been 
taken from the books of the company. 
The books of the company show book 
costs of property used and useful in 
intrastate operation of $91,027,000 as 
of March 31, 1947; that the deprecia- 
tion appearing on the books under 
said date was $30,788,638 so that the 
net book cost would be $60,238,362. 
The company claims, in addition to 
the book cost of the plant, an item for 
working capital based upon cash on 
hand, working funds, materials and 
supplies, pre-payments, etc. It is a 
fact that the company has substantial 
funds received on advance billings and 
that many of the costs of operations 
are not paid until after the service has 
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been rendered and the charges therefor 
in the hands of the company. Mr. 
Bitney has calculated working capital 
on a percentage basis of operating ex- 
penses or approximately 6.66 per cent, 
or the sum for 1946 of $1,382,414, of 
which 91.41 per cent or $1,263,706 is 
attributed to intrastate operations. 
This would appear to be fair and rea- 
sonable as it is slightly more than the 
materials and supplies that the com- 
pany has on hand. The company car- 
ries materials and supplies for two pur- 
poses; one is for maintenance which 
would be a proper operation cost and 
the other for such additional capital 
expenditures that might occur from 
time to time. No attempt to apportion 
these amounts has been made by the 
company so that a return based upon 
the book value of the property with 
working capital added would be $61,- 
502,068. In accepting the deprecia- 
tion figure carried on the books of the 
company, the Commission is aware 
that for the war period the company 
has been unable to acquire many items 
of equipment and therefore it was un- 
able to replace many parts of their 
plant that would normally be replaced 
during this war period and it is a seri- 
ous question but that the actual depre- 
ciation of the property would be in ex- 
cess of that carried upon the books of 
the company. 


Rate of Return 


[3] The company’s position on 
what rate of return they are entitled to 
receive upon the rate base was not def- 
inite except in one regard. They did 
not care just so that the rate of return 
applied to a given rate base produced 
the revenue they were asking for. The 
Commission has in the past allowed 
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rates of return close to 6 per cent upon 
the fair value of the property used and 
useful in the public service. At the 
present time money costs are low as 
it is clearly shown by Exhibit 66 that 
the cost of money to the American 
Telephone and Telegraph Company 
has been less, or approximately 3 per 
cent for the past ten years. The of- 
ficers of the telephone company testify 
that the cost of money they borrowed 
from the American Telephone and 
Telegraph Company is approximately 
3 per cent. There is another factor 
which the Commission believes should 
be given some consideration. The tes- 
timony shows that the American Tele- 
phone and Telegraph Company is the 
sole owner of all of the capital stock of 
the Northwestern Bell Telephone 


Company; that they also act as the 
bankers of Northwestern Bell Tele- 
phone Company, furnishing the money 


as the same may be required; that the 
American Telephone and Telegraph 
Company as the sole owner, has had 
complete control of the financial struc- 
ture of the Northwestern Bell Tele- 
phone Company ; that, if the American 
Telephone and Telegraph had seen fit, 
they could have carried much of the in- 
vestment in the Northwestern Bell 
Company in loans to the company with 
such security as they desired instead 
of converting the loans that they made 
into capital stock securities. The re- 
sult of this policy by the American 
Telephone and Telegraph Company 
has been that all earnings of the com- 
pany are subject to heavy income 
taxes, while if a part of this invest- 
ment was interest-bearing securities 
they would greatly reduce the taxes 
and materially reduce the requirements 
of the company in the amount neces- 
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sary to pay dividends upon the capital 
stock. It also results that where divi- 
dends are paid upon the capital stock 
of Northwestern Bell Telephone Com- 
pany and they come into the treasury 
of the American Telephone and Tele- 
graph Company, these receipts by the 
American Telephone and Telegraph 
Company have a very large exemption 
for tax purposes, being dividends on 
corporate stock. In other words, the 
taxes are paid by the telephone users 
of the state of Minnesota that other- 
wise would be paid by the stockholders 
of the American Telephone and Tele- 
graph Company. This gives to the 
American Telephone and Telegraph 
Company a security in its investment 
in Northwestern Bell Telephone Com- 
pany that is analogous to tax exempt 
securities and justifies the Commission 
in finding a lower rate of return than 
would otherwise be considered reason- 
able. 


Saint Paul-Minneapolis Intercity 
Service 


[4] Some comment was made dur- 
ing the hearing that the toll service 
charge between Minneapolis and St. 
Paul should be eliminated. A study 
of this situation was made by the Com- 
mission some years ago and also is 
supported by the testimony in this rec- 
ord, that 85 per cent of the intercity 
toll calls are placed by only 15 per 
cent of the subscribers in St. Paul and 
Minneapolis; that approximately one- 
half of these calls are from business 
subscribers and that less than 15 per 
cent of the residents in either city use 
this service with any degree of regu- 
larity. 

That the income to the company for 
this service is approximately $700,000 
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per year and elimination of this income 
would simply mean that this amount 
of additional revenue would have to be 
obtained by increasing the rates to the 
subscribers. 

It is the policy of the Commission 
to keep the monthly rates to the resi- 
dent subscribers as low as possible so 
that the telephone service would be 
within the reach of as many citizens of 
the state as possible. 


Toll Rates 


[5] The original application of the 
company made no request for increase 
in the intrastate toll rates. The amend- 
ed application, following the wage in- 
crease of May 5, 1947, requested an 
increase in the toll rates. This in- 


crease in toll rates would increase the 
gross revenue in intrastate toll ap- 
proximately $897,320. The proposed 


scale increases the rates in the lower 
brackets and levels off on the long-dis- 
tance calls at a slightly lower scale 
than the present intrastate scale. At 
practically all points this intrastate 
scale is slightly higher than the inter- 
state scale. 

There has been some criticism of 
this proposed intrastate scale, claiming 
discrimination at border points. The 
Commission finds that, although some 
discriminations do exist, they are not 
of a serious character and that, in ac- 
cordance with the policy of the Com- 
mission to maintain for residence ex- 
change subscribers as low a rate as is 
possible, so as to place telephone serv- 
ice in the reach of its citizens, it is bet- 
ter to increase the toll rates rather than 
spread this additional revenue required 
among residence telephone users. This 
is especially proper in view of the fact 
that long-distance calls are used by a 
72 PURNS 


very small percentage of telephone 
users and very largely by business 


. firms, and that there is a great deal of 


discretion with the telephone sub- 
scriber whether or not he shall use the 
toll service or other means of com- 
munication. 


Statewide Rate Making 


[6,7] The company has requested 
that the Commission adopt the policy 
of making rates based upon the state- 
wide operation with little or no regard 
as to whether the individual units or 
exchanges are producing adequate rev- 
enue to carry the costs of this opera- 
tion. 

It would appear that the legislature 
did not so intend as the statute reads: 
“The requirement as to reasonableness 
of rates shall apply to each exchange 
unit as well as to telephone plants as 
a whole.” Section 237.21 Minn Stats 
Anno. 

Also the supreme court of this state 
in Re Northwestern Bell Teleph. Co. 
164 Minn 279, 281, PUR1925E 694, 
696, 204 NW 873, in discussing this 
question after quoting the above stat- 
ute, states: “Inadequate rates nat- 
urally tend to destroy competition and 
create a monopoly; and also result in 
placing an undue burden upon other 
localities.” 

It is the opinion of the Commission 
that it is their duty to ascertain wheth- 
er or not the various exchange units 
are carrying their reasonable propor- 
tion of the telephone costs and that no 
undue burden shall be placed upon 
some telephone subscribers to ex- 
changes that will produce a reasonable 
return by loading upon such exchange 
the deficits of other operations. 

In order to reduce to a minimum the 
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prevailing difference in subscriber ren- 
tal rates as between comparable ex- 
changes and to bring about a uniform- 
ity in said rates, the company has 
proposed a division of its 146 ex- 
changes into eight exchange groups in 
each of which the rental rates for a 
given group or subscriber service shall 
be the same with minor exceptions. 
Said exchange grouping for rate-mak- 
ing purposes is approved and adopted 
by the Commission. 


The last report showing the com- 
pany’s investment and income returns 
for each individual exchange was for 
the year 1945. Witness Bitney in Ex- 
hibit 62, page 2 shows that the net op- 
erating income and the rate of return 
earned from operations of the ex- 
change in each exchange group for the 
year 1945 and the aggregate for the 
1942-1945 4-year period were as fol- 
lows: 


EXcHANGE SERVICE ONLY 


Subscribers 
from to 


No. of 
Exchanges 


0 

501 
1251 
2501 
5001 
10001 
35000 
120000 


E 

F Rochester 

G Duluth 

H St. P. & Mpls... 


Totals 
( )—Deficits. 


For the year 1945 the aggregate 
rate base value and net operating in- 
come deficit of exchange groups A, B, 
C, and D was $8,331,196 and $258,- 
155, respectively. A computation dis- 
closes that in order to produce a 5 per 
cent return on the rate base value, and 
the attendant gross earnings tax, gen- 
eral service and license fees and state 
and Federal net income taxes, an in- 
crease of $997,086 in the local service 
revenues would be necessary. The 
amount by which the 1946 expenses 
exceeded those for 1945 cannot be de- 
termined because of the company’s fail- 
ure to file an exchange report for 1946. 
For all service operations the total 
1945 operating expenses, exclusive of 
depreciation, was $15,144,844 com- 
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Net Operating Income 
1945 1942-1945 
4 years % 
Amount Return 
($96,178) (2.41) 
(222,004) ry 


Amount % 


Return 

($30,590) (3.10) 

( 91,204) (4.58) 
32,816 1.43 
136,536 4.26 
120,243 6.38 


67,171 7.87 
(169,177) (5.54) 
2,518,089 


7.22 9,237,200 
2,583,894 


5.26 —«:10,208,305 «5.06 


pared with $20,756,965 in 1946, an 
increase of $5,612,121, or 37.06 per 
cent. The wage rate increase effec- 
tive May 5, 1947, resulted in an in- 
crease of $1,657,056 in the annual 
labor costs. 

The testimony and evidence of the 
company shows that based on the num- 
ber of stations served, as of October 
31, 1946, and the company’s proposed 
increased rates, the exchange revenues 
of the four exchange groups would be 
increased by the sum of $901,382. 

On the other hand, the 1945 rate 
base values, net operating income, and 
rates of return derived from opera- 
tions of the exchanges in the other four 
exchange groups were as set forth be- 
low: 
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Net Operating Income 





Exchange % 
Group Rate Base Amount Return 
a Shepeuws $3,204,480 $136,536 4.26 
_ Fee 1,885,805 120,243 6.38 
 igwaguieds 853,633 67,171 7.87 
aD vivdieses 34,860,947 2,518,089 7.22 
Total 40,804,865 2,842,039 6.97 


Based on the number of subscribers 
served as of October 31, 1946, and the 
company’s proposed increased rates, 
the exchange annual revenues of the 
aforesaid four exchange groups would 
be increased by the sum of $4,411,331. 

The above figures for Exchange 
Groups D, E, F, and H do not reflect 
increased costs by way of wage in- 
creases that went into effect May 5, 
1947. Undoubtedly some increases 
should be allowed for these four profit- 
able exchanges to take care of this 
wage increase. 

With this large disparity of net op- 
erating income between substantial op- 
erations, the Commission must decline 
to accept the company’s request that 
rates be based on a statewide opera- 
tion. Therefore, the rates herein au- 
thorized are adjusted accordingly. 


Conclusions 


[8, 9] The Commission is obligated 
under the law to determine what is a 
fair and reasonable rate as between the 
subscribers and users on the one hand 
and the company on the other. The 
rights of the company to have a return 
upon its physical property used and 
useful in furnishing telephone service 
that avoids confiscation is the mini- 
mum below which the Commission 
cannot go. The Commission is not 
authorized to consider the financial 
strength of the owners of the stock of 
the Northwestern Bell Telephone 
Company. The fact that all of the 
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stock of the Northwestern Bell Tele- 
phone Company is owned by the Amer- 
ican Telephone and Telegraph Com- 
pany, a very strong financial organiza- 
tion, is undoubtedly to the advantage 
of the Northwestern Bell Telephone, 
but even though all of the property un- 
der consideration in this proceeding 
was directly owned by the American 
Telephone and Telegraph Company, 
that company would be entitled to earn 
a fair return upon its investment. 

The company’s figures for nine 
months’ operation ending March 31, 
1947 are the latest actual operating 
figures before the Commission. The 
Commission finds that it is necessary 
to increase the revenues of the com- 
pany by the sum of $2,067,696 for the 
nine months as shown by the following 
table: [p. 95] 

[10] This will give the company a 
return of approximately 5.18 per cent 
upon the book value of the company 
duly depreciated. 

That the present exchange service 
rates are not just, fair, and reasonable 
and are not sufficient to yield a reason- 
able return on the fair value of the 
company’s property. 

That applicant’s proposed increased 
rates are excessive and unreasonable 
to the extent by which the net operat- 
ing income derivable thereunder ex- 
ceeds the amount required to provide 
a reasonable return on the fair value of 
the property. 

That there is hereto annexed and 
made a part hereof Appendix “A” 
[omitted herein] which is a list of the 
rates now in existence and the rates 
herein authorized and approved by the 
Commission. 

That the increased rates as author- 
ized are fair and reasonable and will 
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OPERATING INCOME STATEMENT 
Local Exchange and Intrastate Toll Service 


The returns set forth in column 2 are those shown in Applicant’s Exhibit No. 50, adjusted 
to give effect to the 1947 wage increase. 

Column 3 shows the amounts by which the revenues and expenses will be increased under the 
increased local and intrastate toll rates prescribed in this order and set forth in Appendix A. 
[Appendix A omitted herein.] 







































Company Commission Revised 
Item Actual Rates Total 
(1) (2) (3) (4) 
Operating Revenues 
RE SIUM kno ots escrepusnecouestlectauaceuchs $14,764,149 $1,398,020 $16,162,169 
PEE fii cidacicdeciundetbusdee pecdsnedon 5,294,833 72,990 5,967,823 
PEE 6. ccc cb esecd cc akeanesrewedeneaaies 1,198,978 1,198,978 
ER Pr a oe rey ee es Se 21,257,960 2,071,010 23,328,970 
RD TR, on kckdi dccccaed ened eseces q ‘ ,489 
TOME GION TRUVOEEE occ ccc cccscncevesesees 21,223,785 2,067,696 23,291,481 
Expenses 
CN TORO odio esc hiscdcdincciessceuess 17,243,643 31,015 17,274,658 
BE, eae cen akciavaceubesesciehenrsenehetas 2,430,928 898,900 3,329,828 
Compensation (net) 33,713 33,713 
Net Increase due to wage increases ...........0+. 667,673 667,673 
Net reduction by state in Pensions and 
Dn ED cnc oceceseynseseaeesace (406,650) (406,650) 
TE TRE, oko vcaciisecscstsdertneedese 20,375,957 523,265 20,899,222 
Net Operating Income 
oi ndetcnncncendscecisunsssnnemauns 847,828 1,544,431 2,382,259 
TR: TE | hank cn Kewicdicsacesexddcscenccsse 282,609 514,811 797,420 
NE ois. hn. swnncdsanetienseeasananees 1,130,437 2,059,242 3,189,679 
Wate GE TS ig ond vcccncacadcdesuscececesapsdesccesceesepepbeeesecsbeces 5.18% 
Rate Base 
Book Cost March 31, 1947 ....ccsccccccccccccccccccccccccccccccsesccccces $91,027,000 
Less: Accrued Depreciation ........scccscccccceccccccccccccccscsscceseecs 30,788,638 
Total 60,238,362 
Working Capital .........ccceeeeececececeeeeeeeeeeeeeeseaereseeeensneees 1,263,706 
$61,502,068 


yield a reasonable return on the fair 
value of the properties. 

That all rates other than those set 
forth in Appendix “A” filed by the 
company in their application for ap- 
proval are disallowed. 

That the Northwestern Bell Tele- 
phone Company is authorized to file 
additional schedules for those various 
services for which rates filed by the 
company have been disallowed, sub- 
ject, however, to the approval of the 
Commission, such rates to be in- 


creased in line with rates herein au- 
thorized. 

Therefore, it is ordered, that the 
company is hereby authorized to file 
and put into effect such rates as are 
set forth in Appendix “A” the effec- 
tive date thereof to be on or after Jan- 
uary 1, 1948, in accordance with the 
existing billing dates. 


CHASE, Commissioner, dissents as 
follows: I am opposed to this order 
because it unnecessarily: and illegally 
increases the cost of business or resi- 
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dence telephones, or both, in every city 
and village in Minnesota in which 
Northwestern Bell Telephone Com- 
pany operates. 

Although purporting to be issued by 
the state’s greatest regulatory body it 
is so ungrammatical that it would not 
be accepted by any eighth grade gram- 
mar teacher in the state. 

It is so insincere that on page 92 it 
declares that the Commission’s policy 
is to keep residence telephone rates so 
low that telephones may “be within 
the reach of as many citizens of the 
state as possible”; and on page 95 it 
authorizes exchange rate increases as 
high as 50 per cent and 60 per cent, 
which will put telephones beyond the 
reach of some of our people. 

It is so illogical that it approves im- 
position of telephone tolls between St. 
Paul and Minneapolis because they 
produce $700,000 a year when it 
knows that such sum could be saved 
every year by cutting inflated and ex- 
cessive AT&T salaries; illogical also 
because it alleges that less than 15 per 
cent of the residents of either city use 
intercity phones, but approves toll free 
telephone service between Minneapolis 
and five St. Paul exchanges. 

It pretends to list appearances en- 
tered at the hearings and fails to men- 
tion four of them. 

It is drawn so carelessly that on 
page 93 it professes to give statistics 
for exchange groups A, B, C, and 
D, and on page 94 to compare said 
statistics with corresponding figures 
for the other 4 exchange groups. Yet 
the figures for group D are included in 
both tables and the figures for group 
G are not included in the second table. 

It is so thoughtless that in its whole- 
sale grant of rate increases on business 


72 PURNS 


phones it makes no distinction between 
a great department store or industrial 
offices and a struggling little cash and 
carry corner grocery; between a rich 
clinic and a young physician or den- 
tist trying to get a start in his profes- 
sion. 

It is so untruthful that on page 92 
it refers to the discrimination between 
intrastate and interstate toll rates as 
“not of a serious character,” and then 
adds to such discrimination by socking 
Minnesota telephone users $672,990 a 
year more on intrastate tolls alone. 

It is so deceptive that it refers on 
page 92 to discrimination as “dis- 
crimination at border points,” while 
every member of the Commission 
knows that this new burden of intra- 
state toll rates is applicable to every 
city and village in Minnesota where 
Northwestern Bell operates and to 
every telephone in Minnesota whether 
owned by Northwestern Bell or by an 
independent company, if Northwestern 
Bell toll lines are used. 

It is frivolous when on page 92 it 
makes this astonishing statement: 
mA there is a great deal of dis- 
cretion with the telephone subscriber 
whether or not he shall use the toll 
service or other means of communica- 
tion.” 

If he thinks that these new, unfair 
toll rates are too high the subscriber 
may communicate by mail, telegraph, 
radio, or carrier pigeon. He may send 
a messenger or go himself. He may 
walk, run, swim, ride a horse, go in 
a buggy, wagon, or oxcart. He may 
travel by canoe, rowboat, or launch, 
by automobile, train, or airplane. It 
should be gratifying to Minnesota peo- 
ple as they pay these added excessive 
phone charges to know that if they do 
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not like it they may use “other means 
of communication.” 

It is misleading when on page 92 
the order says: “The proposed scale 
increases the rates in the lower brack- 
ets and levels off on the long-distance 
calls at a slightly lower scale than the 
present intrastate scale.” The Com- 
mission must know that on page 272 
of the transcript, the company wit- 
ness testified: “‘. our average 
rate mileage per interstate message 
originating in Minnesota is 534 miles. 
Our average rate mileage on intra- 
state messages originating in Minne- 
sota is 36 miles” ; and that on page 273 
of the transcript the same company 
witness said: “The shorter haul rates 
are being increased and the longer 
haul rates are being reduced.” 

Thus the order raises intrastate toll 
rates at distances where there is much 
business and reduces them at distances 
where there is little business. 

That this was the purpose of the 
amended application the Commission 
well knows; and it recognizes that 
fact when it says on page 92 of the 
order: “This increase in toll rates 
would increase the gross revenue in 
intrastate toll approximately $897,- 
320.” 

My principal objections to the order 
are that the increases are unnecessary 
and that the order is unlawful. 

In this order this Commission is do- 
ing exactly what it was intended that 
it should do by the astute lawyers who 
planned the corporate telephone mo- 
nopoly setup, and dictated the rate in- 
crease applications of AT&T operat- 
ing subsidiaries throughout the United 
States. 

This Commission recognizes the 
real party in interest but apparently 


[7] 


lacks the courage or capacity to deal 
with it. Everyone knows that AT&T 
owns Northwestern Bell and all of its 
stock ; and thus gets all the dividends, 
service fees, interest on loans, profits 
on long-line business, and profits on 
equipment purchases. By directing its 
catspaw, Northwestern Bell, to file ap- 
plications for rate increases, AT&T | 
seeks to avoid all state regulation; 
while it pockets all profits. It was aft- 
er considering this situation that the 
Public Utilities Commission of Ten- 
nessee last month denied the applica- 
tion of Southern Bell Telephone and 
Telegraph Company for rate increases 
in that state. 

On November 18, 1947, when this 
order, imposing an unnecessary finan- 
cial burden on the people of Minnesota 
whose interests every Commission 


member is sworn to protect, was being 


prepared, AT&T in New York city 
was declaring its regular quarterly div- 
idend on the basis of $9 on each 
share of stock. That rate of return 
is high enough and this order is un- 
necessary. 

I think that the order is unlawful 
because AT&T and Northwestern Beil 
apparently are conspiring to defeat the 
purposes of Federal and state legisla- 
tion governing monopolies. 

On the record two further basic facts 
appear. Northwestern Bell Telephone 
Company is an Iowa corporation and, 
therefore, in its Minnesota operations 
is a foreign corporation. All of the 
stock in Northwestern Bell is owned 
by American Telephone and Telegraph 
Company which is a New York cor- 
poration and in its operations here is 
also a foreign corporation. 

The record fails to show that pres- 
ent rates for telephone service in Min- 
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nesota are confiscatory and the order 
does not allege it. The record does 
show and the order admits that all 
stock in Northwestern Bell Telephone 
Company is owned by AT&T. There- 
fore the people of Minnesota are to be 
mulcted several million dollars a year 
in increased payments by one foreign 
_corporation to provide increased divi- 
dends for another foreign corporation 
which holds all the stock in the first 
corporation. 

For many years there has existed a 
Minnesota statute which prohibits any 
person from entering into any agree- 
ment or understanding with any other 
person to regulate the price of any ar- 


ticle of use, bought and sold in this 
state. Telephone service is an article 
of use bought and sold in Minnesota, 
and it is conceivable in view of the en- 
tire record made on these two appli- 
cations that the American Telephone 
and Telegraph Company, in order to 
maintain dividends of $9 a share, en- 
tered into a contract or an understand- 
ing with Northwestern Bell Telephone 
Company that the latter should make 
the original and amended applications 
to increase telephone rates, which are 
now before this Commission. 

If this be true both applications are 
illegal under Minnesota statutory law 
and should be denied. 





ARKANSAS PUBLIC SERVICE COMMISSION 


Re Arkansas-Missour1 Power Company 


Docket No. U-107 
December 22, 1947 


[igre ager on motion of Commission of operations of an 
electric company; rates established and provision made for 
sliding-scale adjustment of rates. 


Valuation, § 36 — Rate base — Prudent investment standard. 


1. Application of the prudent investment standard was held to produce a 
rate base accurately and equitably representing the fair value of utility 


properties, p. 101. 


Valuation, § 67 — Determination of prudent investment. 


2. Prudent investment in electric plant of a public utility company is the 
portion of total investment (outstanding securities and surplus) allocated 
to electric plant account less reserve for depreciation and less the account 
for amortization of plant acquisition adjustment—determined by obtaining 
the ratio between net electric plant and total plant and investment and fund 
account, and applying that ratio to total investment, p. 101. 


Return, § 87 — Electric plant. 
3. A rate of return of 6 per cent upon the rate base of an electric plant was 
held to be fair and reasonable, p. 101. 

Expenses, § 57 — Interest on consumers’ deposits. 
4. To the amount of return determined by applying the allowed rate of re- 


72 PUR NS 98 





Ea 


Ra 


Ra 


RE ARKANSAS-MISSOURI POWER CO. 


turn to the allowed rate base should be added the amount necessary to cover 
interest on electric customers’ deposits, where Commission rules require 
that each utility pay interest on deposits required of customers, p. 101. 
Depreciation, § 27 — Annual allowance — Relation to maintenance. 
5. Depreciation cannot be disassociated from maintenance or maintenance 
policies, and any dividing line between them must of necessity be arbitrary, 
p. 102 
Expenses, § 70 — Maintenance and depreciation. 
6. The annual allowance for maintenance and depreciation should be such 
an amount as will assure efficient service to the public and at the same time 
protect the integrity of the investment, p. 102. 


Depreciation, § 51 — Maintenance and depreciation Electric plant. 
7. Allowance was made of a specific amount for maintenance and depre- 
ciation of electric plant, plus 3.25 per cent of net additions to depreciable 
property, p. 102. 


Rates, § 653.2 — Orders — Sliding-scale adjustment. 

8. In view of the fact that the fixing of static rates that will produce no 
more than a fixed return upon the rate base is a practical impossibility, the 
public interest requires that an electric company create a special reserve out 
of any excess gross electric operating revenues, which reserve shall be dis- 
tributed annually, if economically feasible, between the company and its 
customers as the Commission may direct, the distribution of such reserve, 
if any, thereby placing into effect a sliding scale or automatic adjustment of 
rates, p. 103. 


Rates, § 196 — Unit for rate making — Nonutility department. 


9. Ice operations of a company operating an electric plant should be com- 
pletely separated from its electric operations, p. 103. 


* 


Arkansas, and is authorized to do busi- 
ness in the state of Missouri. The 
principal office of the Company is at 
Blytheville, Arkansas. 

The Company is a public utility en- 
gaged primarily in generating, pur- 
chasing, transmitting, distributing, 
and selling electric energy. The prop- 


By the CoMMISSION : 


Preliminary Statement 

All of the electric rates and electric 
services of the Arkansas-Missouri 
Power Company (successor to the Ar- 
kansas-Missouri Power Corporation) 
in effect in the state of Arkansas are 


under investigation in these proceed- 
ings. 

In these findings and order, the Ar- 
kansas-Missouri Power Company will 
sometimes be referred to as the “Com- 
pany” and the Arkansas Public Serv- 
ice Commission will sometimes be re- 
ferred to as the “Commission.” 

Arkansas-Missouri Power Com- 
pany is a corporation organized and 
existing under the laws of the state of 


erty owned by the Company consists 
of an integrated electric system in 
northeast Arkansas and _ southeast 
Missouri, and two isolated electric op- 
erations in Piedmont and Irontown, 
Missouri. The Company purchases 
the major portion of its electric energy 
from the Arkansas Power & Light 

Company. 
At the date these proceedings were 
begun, the Company was also engaged 
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in the manufacture and sale of ice and 
owned ice plants in seven cities and 
towns in the states of Arkansas and 
Missouri. 

On February 11, 1946, the Commis- 
sion, pursuant to the provisions of § 16 
(a) of Act 324 of the Acts of the Gen- 
eral Assembly of the state of Arkansas 
for the year 1935, caused to be made 
an investigation of the rates, services 
and operations of the Arkansas-Mis- 
souri Power Company. 

The purposes of the investigation 
being as follows: 

1. To determine and establish the 
fair and reasonable rate base, and rate 
of return thereon, for electric prop- 
erties of the Company used and useful 
for public service within the state of 
Arkansas. 

2. To determine the proper and ade- 
quate amount to be allowed the Com- 
pany as an annual allowance for de- 
preciation of its depreciable property 
to be used in computing the allowable 
earnings of the Company. 

3. To find and fix just and reason- 
able rates to be charged, received, de- 
manded, and enforced by the Com- 
pany. 

4. To place into effect a reasonable 
and just sliding-scale plan for rate ad- 
justments to its electric consumers. 

5. To determine whether public in- 
terest required that the ice operations 
of the Company be segregated and sep- 
arated from its electric operations. 

Pursuant to the policy of the Com- 
mission to codperate to the fullest ex- 
tent in any matters that might affect 
any public utility subject to the juris- 
diction of other regulatory authori- 
ties, the Public Service Commission of 
the state of Missouri was invited to 
participate, in codperation with this 
72 PURNS 


Commission, in the investigation so 
that an over-all rate base for electric 
properties of the Company might be 
established, and so that any warranted 
rate reductions might be equitable to 
the customers of the Company in both 
Arkansas and Missouri. 

Because of other investigations 
which were being carried on by the 
Missouri Public Service Commission 
at that time, that Commission was un- 
able to actively participate in the de- 
tails of the investigation ; however, the 
Missouri Public Service Commission 
has been advised from time to time as 
to the progress and results of the in- 
vestigation. 

The staff of this Commission made 
a detailed investigation of the opera- 
tions of the Company and reported the 
results of such investigation to the 
Commission together with its recom- 
mendations. Thereafter, numerous 
conferences were held by the Commis- 
sion’s staff with representatives of the 
Company in an effort to reach an 
agreement upon the issues involved in 
these proceedings without the neces- 
sity of expensive and lengthy formal 
hearings before the Commission. 

On April 4, 1946, the Company 
agreed to make revisions in its rate 
schedules, as recommended by the 
staff, whereby its rates to its customers 
in the states of Arkansas and Missouri 
would be reduced by not less than 
$175,000 per annum, and that no 
greater percentage of reduction in rates 
would be placed into effect elsewhere 
than in Arkansas. 

It was further recommended and 
agreed that the rate base of the Com- 
pany for its electric properties would 
be established by what is commonly 
known .as the “Prudent Investment” 
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standard. The details of the compu- 
tation of the rate base, as agreed upon, 
are set forth hereinafter in these find- 
ings and order. 

A method for fixing the proper and 
adequate annual allowance for depre- 
ciation and maintenance and the base 
amount to be allowed for such pur- 
poses was determined, subject to re- 
éxamination upon such occasions as 
the Commission might deem _neces- 
sary. 

A fair, just, and reasonable rate of 
return to be received on the rate base 
established was agreed upon, and is 
set forth hereinafter in these findings 
and order. 

A sliding-scale plan for the auto- 
matic adjustment of charges for serv- 
ices rendered by the Company was 
agreed upon, the procedure and details 
of which are set forth hereinafter in 
these findings and order. 

It was further determined and 
agreed upon that the interest of the 
electric consumers could be best served 
by the complete separation of the elec- 
tric and ice properties and, unless such 
segregation and separation was made, 
that the operation of the ice properties 
would be considered as an adjunct of 
the electric operations and would be 
considered as such in determining the 
tate base and rate of return; however, 
the Company agreed to completely iso- 
late these two operations by the estab- 
lishment of a separate corporation or 
corporations for the purpose of operat- 
ing the ice properties. 

Rate Base 

[1,2] Pursuant to a policy enun- 
ciated in its order in DPU Docket No. 
225, dated June 24, 1944, 55 PUR 
NS 129, the Commission finds that the 
application of the commonly called 
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“Prudent Investment” standard in this 
case produces a rate base which ac- 
curately and equitably represents the 
fair value of the Company’s properties. 
Having therefore determined that in 
this case the value of the Company’s 
electric property is most accurately 
and equitably measured by the amount 
prudently invested in its electric prop- 
erties, the Commission finds that the 
said “Prudent Investment”’ in this case, 
as of December 31, 1946, is $4,735,- 
622.57, determined as shown in the 
following tabulation, and the Com- 
mission further finds that this amount 
shall be the rate base of the Company, 
as of December 31, 1946, for the pur- 
pose of making rates in the state of 
Arkansas: [See page 102.] 


Rate of Return 

[8,4] The Commission finds that a 
rate of return of 6 per cent upon the 
rate base for the property used and 
useful in the Company’s electric op- 
erations, as hereinbefore determined, 
is a fair, just, and reasonable rate of 
return, both as to the consumers and 
to the Company and its investors. 


To the amount determined by apply- 
ing the 6 per cent allowed rate of re- 
turn to the allowed rate base shall be 
added the amount necessary to cover 
the item of interest on electric cus- 
tomers deposits. The Commission’s 
rules and regulations governing pub- 
lic utility service require that each util- 
ity pay interest at the annual rate of 
6 per cent on all deposits required of 
its customers. The primary purpose 
of any utility company in requiring 
deposits from its customers is to re- 
duce loss on bad debts to a minimum. 
In the past the Commission has made 
studies of the effect of deposit require- 
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ARKANSAS-MIssourI Power CoMPANY 


Computation of Rate Base 
December 31, 1946 


Capital Stock 
Common Stock 
Capital Surplus 
Earned Surplus 


Total Investment 
Electric Plant Account—100 
Less: Reserve for Depreciation 
Less: Amortization of Plant Acq. 
Adjustment 


$2,228,650.47 


2,500,000.00 
161,468.00 


2,761,468.00 
$4,990,118.48 





Net Electric Plant 


Ice Plant Account—108 
Less: Reserve for Depreciation 


Net Ice Plant 
Investment and Fund Account 


Total Plant and Investment 


Ratio of $5,287,712.98 of $5, 571,950.05=94.90% 
Prudent Investment in Electric Plant 94.90% of $4,990,118.48 


ments on bad debt losses, and has de- 
termined that the requirement of de- 
posits from customers is in the public 
interest in that it materially reduces 
the loss on bad debts. The Commis- 
sion therefore finds that interest paid 
on the deposits of the Company’s elec- 
tric customers should be added to the 
return allowed the Company. 


Annual Depreciation and Maintenance 
Allowance 

[5-7] Pursuant to a policy enun- 
ciated in its order in DPU Docket No. 
225, dated June 24, 1944, supra, and 
upon careful consideration of the rec- 
ommendations of the staff, together 
with the details supporting such recom- 
mendations, the Commission finds that 
depreciation cannot be disassociated 
from maintenance or maintenance pol- 
icies, and that any dividing line be- 
tween them must of necessity be arbi- 
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5,287,712.98 


332,229.15 
139,073.22 


193,155.93 


$5,571,950.95 


$4,735,622.57 


trary. In determining the amount to 
be allowed in this case, the Commis- 
sion has given consideration to the 
scarcity of materials and labor in the 
immediate past, together with the in- 
creased costs of such materials and la- 
bor at this time. 

The annual allowance for mainte- 
nance and depreciation should be such 
an amount as will assure efficient serv- 
ice to the public and at the same time 
protect the integrity of the investment. 
Public interest requires that the prop- 
erty used in electric operations be 
maintained at the highest level of ef- 
ficiency practicable. It is realized that 
without prophetic powers, the exact 
amount necessary for these purposes 
cannot now be ascertained; therefore, 
the allowance will be reéxamined from 
time to time in the light of experience, 
and necessary adjustments will be 
made as the circumstances require in 
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order to protect the interests of both 
the public and the investors. 

The Commission finds that an 
amount of $275,000, plus 3.25 per cent 
of the net additions to depreciable elec- 
tric property subsequent to January 
1, 1947, is a reasonable annual allow- 
ance for maintenance and depreciation 
until further orders from this Com- 
mission, and such portion of this an- 
nual allowance as is not expended in 
the maintenance of its electric prop- 
erties shall be set aside and accrued as 
depreciation. 


Finding of Rate Reduction 

As has been previously stated, the 
Company, upon recommendation of 
the staff, agreed to an annual reduc- 
tion in its rates and charges to its 
electric customers in the states of 
Arkansas and Missouri in the amount 
of $175,000. On May 16, 1946, the 
Commission, by its order in this docket 
of that date, approved an annual re- 
duction of $124,500 in certain rates 
of the Company. On June 20, 1946, 
by its order in this docket, the Com- 
mission approved reductions in cer- 
tain rates in an annual amount of $45,- 
000. Subsequent to that time, by 
agreement with the Commission and 
in accordance with § 18 of Act 324 of 
the Acts of 1935, the Company has 
filed rate schedules for certain rates, 
effectuating reductions in an annual 
amount of approximately $7,000. 
Therefore, the Company has complied 
with its agreement in regard to the 
$175,000 annual rate reduction. 


Sliding-Scale Adjustment of Rates 
[8] In making these findings, the 
Commission is mindful of the fact that 
the fixing of static rates, that will pro- 
duce no more than a fixed return upon 
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the rate base for the Company’s elec- 
tric properties used and useful in ren- 
dering service to the public, is a prac- 
tical impossibility. 

The Commission therefore finds 
that the public interest requires, and 
the Commission will so direct, that 
the Company create a special reserve 
out of any excess gross electric oper- 
ating revenues accruing to the Com- 
pany. Such special reserve, if any, 
shall be distributed annually, if 
economically feasible, between the 
Company and its customers in such 
manner as the Commission may order 
or direct. The distribution of such 
reserve, if any, will place into effect 
a sliding-scale or automatic adjust- 
ment of the rates and charges of 
the Company for its electric serv- 
ices. 

The Commission has made what it 
believes to be a reasonably adequate 
provision for the sliding-scale or au- 
tomatic adjustment of such rates. 
These provisions will appear in the 
ordered section of these findings and 
order. 


Ice Operations 
[9] As hereinbefore noted with re- 
spect to the ice operations of the Com- 
pany, the Commission finds that it is 
in the public interest that such oper- 
ations should be completely separated 
from its electric operations and that 
as of the date of this order the Com- 
pany has organized a subsidiary com- 
pany or companies to which it has 
leased its ice properties, and that such 
operations are now separate and dis- 
tinct from its electric operations; 
therefore, no order with respect there- 
to is necessary. 
It is therefore ordered that: 
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A. Rate Base 

The rate base applicable to the elec- 
tric properties used and useful in pub- 
lic service of the Arkansas-Missouri 
Power Company at January 1, 1947, 
was and is $4,735,622.57. 

The rate base applicable to the elec- 
tric properties used and useful in the 
public service of Arkansas-Missouri 
Power Company at any time in the 
future shall be a proportion of the 
capital liabilities and surplus of Ar- 
kansas-Missouri Power Company de- 
termined from the sum of amounts in 
Accounts 200, 201, 202, 203, 204, 205, 
210, 211, 212, 213, 240, 270, and 271, 
less the sum of amounts in Accounts 
140, 150, 152, and 153 distributed as 
follows : 

1. The electric plant proportion of 
the total property shall be determined 
in the following manner : 

(a) From the amount in Account 
100 shall be deducted the amounts in 
Accounts 250, 251, and 252. 

(b) From the total in Accounts 
108, 110, 111, 112, 113, and 114 shall 
be deducted the amount in Account 
253. 

(c) The proportion of electric plant 
to total property shall be the percent- 
age that the amount determined under 
item (a) bears to the sum of amounts 
determined under items (a) and (b). 

2. The resulting proportion shall be 
the applicable proportion of total cap- 
ital liabilities and surplus of the Ar- 
kansas-Missouri Power Company, 
which shall constitute the electric rate 
base. 


B. The Annual Return 

The fair annual return allowable on 
the rate base is 6 per centum thereof, 
and rates and charges shall be suffi- 
cient at all times to produce such re- 
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turn after deducting all reasonable and 

necessary charges, taxes, and reserves 

applicable to the electric operations of 

the Arkansas-Missouri Power Com- 

pany. 

C. Annual Depreciation and Mainte- 
nance 

The annual allowance for mainte- 
nance and depreciation shall be $275,- 
000 plus 3.25 per cent per annum of 
the net additions to depreciable elec- 
tric property made after January 1, 
1947, for the current year for which 
this computation was made; the net 
additions to depreciable electric prop- 
erty shall be the average net additions 
during that year and shall be calcu- 
lated on the average basis on total 
annual net additions made equally 
throughout the year and, therefore, 
shall be based on one-half of the total 
net additions at the rate of 3.25 per 
cent. 

The term “depreciable electric prop- 
erty” as used herein shall have the 
meaning as indicated under the defini- 
tion of “Depreciation” in the “Uni- 
form System of Accounts for Electric 
Utilities.” 


D. Continuous Supervision of Arkan- 
sas-Missouri Power Company 

The Commission hereby makes ef- 
fective the following provisions for the 
continuous supervision of the Com- 
pany’s business, property, accounts, 
rates, services, revenues, and all other 
matters and things it is empowered by 
law to do, including the adoption of a 
sliding-scale arrangement for the con- 
trol and disposition of future earnings, 
as follows: 


1. Definitions 
To the extent they appear therein, 
the terms used in this order have the 
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meaning and definition contained in 
the “Uniform System of Accounts” 
prescribed for electric utilities in Ar- 
kansas in the Commission’s order 
dated the 18th day of November, 1942, 
in Docket 580, unless otherwise in- 
dicated. 

(a) Gross Electric Operating Rev- 
enue means the amounts properly in- 
cludible in Account 501, exclusive of 
the amounts includible in the subdi- 
vision of Account 501 hereinafter men- 
tioned. 

(b) Revenue Deductions means the 
sum of the amounts properly includible 
in Accounts 502 to 507, inclusive. 

(c) Net Electric Operating Revenue 
means the difference between items 
(a) and (b) above. 

(d) Electric Rate Base means the 
applicable proportion of capital stock, 
debt, and surplus computed by the 


method provided hereinbefore in these 


findings and order. The rate base in 
any period shall be the average amount 
of the base at the beginning and end- 
ing of such period. 

(e) Base Allowable Return means 
6 per cent per annum on the rate base 
described in item (d) above, plus any 
amounts includible in Account 535, 
represented by interest payments to 
consumers on deposits made to secure 
the payment of bills for electric serv- 
ice. 

(f) Excess Net Electric Revenue 
means the amount by which item (c), 
Net Electric Operating Revenue, ex- 
ceeds item (e), Base Allowable Re- 
turn. 

(g) Excess Gross Electric Revenue 
means the amount by which item (a), 
exclusive of the amounts includible in 
the subdivision of Account 501 herein- 
after mentioned, exceeds the amount 
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necessary to produce item (e), Base 
Allowable Return. The amount of ex- 
cess gross electric revenue shall be de- 
termined by dividing item (f) by the 
result of subtracting the effective rate 


_for Federal and state income taxes on 


the taxable income of the Company 
from 100. 

(h) Excess Gross Electric Revenue 
—Credit means a clearing account 
hereby created to which item (g), Ex- 
cess Gross Electric Revenue, shall be 
credited. The amount so credited to 
this account shall be distributed be- 
tween the Company and the Electric 
Customers Rebate Account as herein- 
after directed. 

(i) Electric Customers Rebate Ac- 
count means a deferred credit account 
hereby created to which shall be cred- 
ited that proportion of item (h) which 
is found to be refundable to the electric 
consumers, in accordance with the pro- 
visions of this order. This account 
shall be subdivided to show separately 
the amount refundable to the electric 
consumers in the states of Arkansas 
and Missouri. The amount credited 
to this account as being refundable to 
the Arkansas consumers shall be that 
proportion of item (i) that the gross 
electric operating revenue received in 
Arkansas bears to item (a). 

(j) Electric Customers Rebate 
Fund means a special fund account 
hereby created to which cash equiva- 
lent to the amount determined as be- 
ing refundable to its Arkansas con- 
sumers under the provisions of item 
(i) shall be set aside. 


2. Administrative Procedure 

(a) On or before thirty-one days 
after December 31st of each year, be- 
ginning in 1948, the Company shall 
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furnish the Commission, in the form 
to be prescribed by the Commission, 
the rate base, revenues, and expenses 
computed in accordance with this order 
for the preceding twelve months’ pe- 
riod ending December 31st. 

(b) The Company shall on or before 
December 31st of each year, beginning 
in 1947, determine the amount that 
shall be credited to the Excess Gross 
Electric Revenue—Credit account, and 
such amount shall be debited to a sub- 
division of Gross Electric Operating 
Revenue, Account 501. 

(c) On or before December 31, 
1947, and for each year thereafter, 
such amounts as are credited to the 
Excess Gross Electric Revenue—Cred- 
it account shall be distributed as fol- 
lows: 

(1) The Company shall receive 50 
per cent of the first $75,000 or less of 
the amount so credited to the above 
account ; 50 per cent of the first $75,- 
000 or less shall be credited to the Elec- 
tric Customers Rebate Fund account. 

(2) The Company shall receive 25 
per cent of any amounts in excess of 
$75,000; and 75 per cent of any 
amounts in excess of $75,000 shall be 


credited to the Electric Customers Re- 
bate Fund account. 

(d) Cash equivalent in amount to 
the balance in the Electric Customers 
Rebate Fund account applicable to the 
state of Arkansas, as determined in 
item (i)—Definitions, shall be kept in 
a special cash account entitled ‘“‘Electric 
Customers Rebate Fund” and any 
earnings of such fund shall be credited 
to the same account. Withdrawals 
from this special cash account shall be 
made only upon authorization of the 
Commission. The amount of cash so 
set aside in this special cash account 
shall be refunded to the Arkansas con- 
sumers in such amounts, manner and 
method as shall be prescribed by the 
Commission as in its discretion ap- 
pears necessary and appropriate. 


E. Retention of Jurisdiction 

The Commission hereby retains ju- 
risdiction over all matters and things 
of which this order is subject, and to 
which it is directed and of the party 
hereto. 


F. Effective Date of Order 
This order shall be in full force and 
effect after January 1, 1947. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Badger State Telephone & Telegraph 
Company 


2-U-2481 
January 12, 1948 


PPLICATION by telephone company for authority to increase 
v \ exchange rates; modified increase allowed. 


Expenses, § 97 — Owner-employee salary — Examination in rate proceeding. 
1. The salary of a utility employee holding a controlling interest in the cor- 
poration should be examined critically in a rate proceeding, p. 109. 


Expenses, § 97 — Result of high salaries — Relationship to rate increase. 
2. A utility paying its general manager and controlling stockholder a salary 
in excess of the amount estimated by the Commission as reasonable should 
have reduced profits rather than increased rates, p. 109. 


Depreciation, § 77 — Telephone — Reasonableness. 
3. A depreciation expense of 34 per cent of a telephone company’s gross 
depreciable plant was not considered excessive even though it resulted in a 
higher annual charge than in previous years, p. 110. 


Rates, § 558 — Telephones — Charge for handset instruments. 
4. An additional monthly charge for handset telephone instruments is no 
longer reasonable, since the handset has become the standard telephone in- 
strument, p. 110. 


Rates, § 310 — Change-of-instrument charge — Handset telephones. 
5. A charge for change in type of instrument may be authorized as a deter- 
rent to too rapid changes from obsolete desk instruments to handsets after 
a special charge for handsets has been eliminated from a telephone rate 
schedule, p. 111. 


Payment, § 20 — Monthly basis — Telephones. 
6. Exchange telephone service should be rendered on a monthly basis rather 
than on an annual contract basis, with the exception of seasonal service 
which cannot be conveniently furnished on a monthly basis, p. 111. 


Discrimination, § 168 — Move charges — Telephone rates. 
7. Move charges based on the cost of the move to a telephone company may 
be discriminatory and should be replaced by a fixed schedule of move 
changes, p. 111. 


Service, § 442 — Standard telephone instrument — Handset. 
Statement that the standard telephone instrument is the handset and not the 
desk set, which is approaching obsolescence, p. 110. 
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By the Commission: The Badger 
State Telephone and Telegraph Com- 
pany, a Wisconsin corporation, operat- 
ing as a telephone public utility with 
exchanges serving the city of Neills- 
ville and the village of Granton, both 
in Clark county, on August 28, 1947, 
filed application with this Commis- 
sion for authority to revise its rate 
schedules and to increase existing 
rates for local and rural service. A 
notice of investigation and hearing 
and assessment of costs was issued on 
September 8, 1947. 


APPEARANCES: H. M. Smith, 
Secretary-Treasurer, Neillsville, for 
Badger State Telephone & Telegraph 
Company; K. J. Jackson, rates and 
research department, of the Commis- 
sion staff. 

The applicant operates telepho. »x- 


changes at Neillsville and Graton, 
Clark county, and maintains toll cir- 
cuits which connect exchanges at 


NEILLSvILE EXCHANGE 
Urban Service 
Business 
1-party 
2-party 
Residence 


Rural Service 
Business 5-party common battery 
Business multiparty 
Residence multiparty 

Extension telephone service 
Business 
Residence 

Miscellaneous Rates 
Urban desk-set charge * 
Rural desk-set charge 
Handset charge 
Extension bell 
Extension gong 


Thorp, Withee, Greenwood, Neills- 
ville, Loyal, Granton, Marshfield, 
Spencer, Colby, Abbotsford, Dor- 
chester, and Medford. Approximately 
1,164 subscribers are connected to the 
Neillsville exchange, and 170 of the 
applicant’s subscribers and 185 
switched-line subscribers are served at 
Granton. The exchange at Neillsville 
is equipped with a universal switch- 
board, and the Granton exchange is 
equipped with a magneto type switch- 
board. On December 31, 1946, the 
physical telephone plant of the Neills- 
ville exchange included 163.87 miles 
of pole lines, 943.24 miles of wire, and 
1,335,760 pair feet of cable. The 
Granton exchange plant included 35.9 
miles of pole line, 202.05 miles of wire, 
and 100,985 pair feet of cable, and the 
toll-line system consisted of 63 miles 
of pole line and 372 miles of wire. 

Present and proposed monthly rates 
are the following: 


Proposed 
Gross Net 


Present 
Net 


$2.50 75 
2.25 328 


1.75 
1.50 
1.25 


3.00 
1.75 
1.75 


* Not applicable to business service and 1l-party residence service. 
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GRANTON EXCHANGE 
Urban Service 
Business 
1-party 
Residence 
1-party 
4-party 
Rural Multiparty Service 
Business 
Residence 
Extension telephone service 
Business 
Residence 
Switching Service 
Code ringing 
Harmonic ringing 
l-party service 
Miscellaneous Rates 
Desk-set charge ** 
Handset charge ** 
Extension bell 
Extension gong 


** Not applicable to business service. 


The applicant reported a profit of 
$6,348.87 in 1946. Profits for the 
first eight months of 1947 totaled $2,- 
769.85. It is stated in the application 
that increased rates are needed “to 
provide funds for increased operat- 
ing wages and material cost. To in- 
sure a financial stability that will pro- 
vide (a) a complete rehabilitation of 
plant and equipment, (b) capital for 
necessary future extension of plant and 
facilities, and (c) a suitable return on 
investment in a going business.” 

Toll-message-service revenue for the 
portion of 1947 for which revenues are 
reported in Exhibit 6 are less than 
such earnings would have been had 
there been no strike by switchboard 
operators of the Wisconsin Telephone 
Company. Comparison of toll reve- 
nues in months of 1947 that were not 
affected by the strike with correspond- 
ing months of 1946 shows an average 
increase in net toll revenues of ap- 
proximately 6 per cent. Our estimate 
of toll revenues was obtained by add- 
ing 6 per cent to such revenues report- 
ed for 1946. Our estimate of ex- 
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Proposed 
Gross Net 


$3.25 $3.00 


2.25 2.00 
1.75 


3.00 
2.25 


Present 
Gross Net 


$2.25 
1.50 


1.75 
1.75 


change service revenues was arrived 
at by applying the proposed rates and 
the rates recommended herein to the 
number of stations served on August 
31, 1947. 

Wages and salaries paid in 1946 
totaled $29,913.18, and annual wages, 
and salaries on the basis of salaries be- 
ing paid on August 31, 1947, total 
$35,292.40. It is proposed to add one 
employee to the plant department, two 
to the traffic department, and one to 
the general office. These additions to 
the applicant’s personnel, together 
with an allowance for certain wage in- 
creases, would increase the annual pay- 
roll to $43,791.80. 

Repair materials expense reported 
for 1947 (eight months) was less than 
normal, and the amount used in es- 
timating expenses was determined 
from a 4-year average which includes 
1946, a year in which repair material 
expense was unusually high. 

[1, 2] The salary of the general 
manager, who is also the owner of 
52 per cent of voting securities of the 
utility, was increased during 1947. 
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Where an employee of a public utility 
owns a controlling interest in the cor- 
poration, we believe his salary should 
be examined critically. We do not 
find from the record any necessity for 
increasing the general manager’s 
salary in order to operate the utility 
satisfactorily. If the applicant wishes 
to pay general office salaries in excess 
of the amount estimated herein, such 
excess should result in lower profits 
rather than increased rates. 

[3] Depreciation expense charged 
by the applicant in recent years has 
been less than normal. The reason 
for the low charge is that the deprecia- 


1946 


Revenues 
Local service 
Toll service 


$27,052.28 


tion reserve was considered as being 
too high, and the annual credit to the 
reserve was reduced to bring about an 
adjustment. We estimated deprecia- 
tion expense at 34 per cent of gross 
depreciable plant, which results in a 
higher annual charge than that report- 
ed in 1946 but which cannot be con- 
sidered excessive. 

A comparative income statement 
showing income and expenses for 1946 
and for 1947 as estimated from eight 
months, expenses estimated at the pro- 
posed rates and at the rates authorized 
herein follows : 


8 Months Estimated 
1947 at 

Projected 

to a Year 


$29,147.31 
20,446.75 
239.24 240 


Estimated 
at Rates 
Proposed Authorized 
Rates Herein 


$36,637 $35,738 
22,766 22,766 
340 








$49,833.30 $59,643 $58,844 
(33.97) 50 50 





Total operating revenues 


Operating revenue deductions 
Operating expenses 
Maintenance expense 
Traffic expense 
General expense 


Total operating expenses 
Depreciation expense 
Taxes other than income 
Income taxes 


Total operating revenue deductions $42,599.23 
$6,348.87 


Net Operating Revenue 
( ) Red figure. 


The annual profit of $4,891 indicat- 
ed at the rates authorized herein is 
reasonable. 

[4] The applicant proposes to con- 
tinue additional monthly charges ap- 
plicable to handset and desk-set in- 
struments when such instruments are 
72 PUR NS 


$9,749.41 
11,701.55 
13,357.88 


$34,808.84 
3,356.79 
2,512.19 
1,921.41 





$49,867.27 $59,593 $58,794 


$8,670.21 
15,038.52 
15,540.34 


$39,249.07 
3,000.00 
2,400.00 
1,200.00 
$45,849.07 


$4,018.20 


$10,538 
19,514 
14,567 


$10,538 
19,514 
14,567 


$44,619 
5,327 
2,872 
1,085 
$53,903 


$4,891 








$54,117 
$5,476 





installed for subscribers to certain 
classes and grades of service. Such 
additional charges were authorized at 
a time when desk sets and handsets 
were considered nonstandard telephone 
instruments. The Commission has 
stated in many orders issued in recent 
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years that it considers the handset a 
standard telephone instrument and 
that the desk set is approaching ob- 
solescence. 

[5] Rates for urban telephone serv- 
ice as authorized herein are to be ap- 
plied to all service of a specified class 
or grade irrespective of the type of in- 
strument. As a deterrent to rapid 
change to handset instruments, we will 
authorize a change in type-of-instru- 
ment charge to be applied when a 
change in type of instrument is made 
at the request of a subscriber. Ex- 
perience has shown the effectiveness 
of such a change. Continuation of 


handset and desk-set charges for rural 
magneto service will be authorized. 
The applicant’s proposal with re- 
spect to service to switched-line sub- 
scribers would increase such rates an 
amount that is disproportionate com- 
pared to the increase in rates to other 


rural subscribers. No data were pre- 
sented to show the relative cost of 
rendering switching service. In the ab- 
sence of such data we will authorize 
rates for switching service which were 
determined from a consideration of 
the comparative increases to rural 
subscribers on company-owned lines. 

[6, 7] The applicant proposes to 
furnish service on an annual contract 
basis only. The Commission believes 
that exchange service should be ren- 
dered on a monthly basis with the ex- 
ception of seasonal service and certain 
minor service which cannot be con- 
veniently rendered on a monthly basis. 
The rates authorized herein are to be 


applied on a monthly contract basis. 
In lieu of an annual contract for ex- 
change service we have authorized a 
schedule of service-connection charges 
to compensate the company for that 
portion of the cost of installing and re- 
moving telephones which is not capital- 
ized. We have also included a rate 
for seasonal service which service 
should be rendered on an annual con- 
tract basis. Corollary to establishment 
of a service-connection charge, we au- 
thorize a schedule of move charges to 
be applied uniformly throughout the 
applicant’s exchanges in lieu of the 
present practice of charging for moves 
at cost, which practice may be dis- 
criminatory. 

The Commission finds : 

1. That the present rates of the ap- 
plicant for exchange telephone service 
are unreasonable and that the rates 
proposed by the applicant herein are 
unreasonable and discriminatory. 

2. That the rates and rules author- 
ized herein are reasonable and lawful. 


ORDER 


It is therefore ordered: 

1. That pursuant to the foregoing 
findings the Badger State Telephone 
and Telegraph Company be and here- 
by is authorized and directed to place 
in effect the rates and rules set forth 
in the appendix [omitted herein] to 
this order commencing with the first 
billing period after the date of this or- 
der. 

2. That the application herein in all 
other respects be and hereby is denied. 
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FEDERAL POWER COMMISSION 


Re La Gloria Corporation 


Docket No. G-955 
January 30, 1948 


= for determination that producing company is not a 
natural gas company under the Natural Gas Act; granted. 


Gas, § 2.1 — What constitutes natural gas company — Producing and gathering. 
A corporation proposing to engage in the production and gathering of nat- 
ural gas and the sale of such gas to a transmission corporation, after recov- 
ery of liquid hydrocarbons and dehydration through its own facilities would 
not be a natural gas company within the meaning of the Natural Gas Act 
where there is no affiliation between the corporations and the contract is 


an arm’s-length transaction. 


(Otps, Commissioner, dissents.) 


By the Commission: Upon con- 
sideration of the petition filed Octo- 
ber 6, 1947, and the amendments 
thereto filed October 14 and December 
26, 1947, by La Gloria Corporation, a 
Texas corporation, for a determination 
that it is not a natural-gas company 
under the Natural Gas Act and that 
its proposed operations will not be sub- 
ject to the jurisdiction of the Commis- 
sion; 

It appears to the Commission that: 

(1) Petitioner proposes to engage 
in the production and gathering of 
natural gas in the Waskom field, Har- 
rison county, Texas, and the sale to 
Texas Eastern Transmission Corpo- 
ration (Texas Eastern) of the nat- 
ural gas so produced and gathered, 
after recovery of liquid hydrocarbons 
therefrom and dehydration thereof 
through facilities to be constructed 
and operated by petitioner at a site 
immediately adjacent to the main 
transmission pipe line of Texas East- 
ern in Harrison county, Texas, at 


which point all of the gas so sold by 
petitioner to Texas Eastern will be 
metered and delivered; 

(2) There is no present affiliation, 
direct or indirect, between petitioner 
and Texas Eastern, and the contract 
between petitioner and Texas Eastern 
will be an “arm’s-length transaction”; 

(3) Petitioner will not be a nat- 
ural-gas company within the meaning 
of the Natural Gas Act in the delivery 
and sale of natural gas to Texas East- 
ern in accordance with the proposed 
operations as set out and described 
in the petition, as amended, filed 
herein. 

Upon the facts presented in the pe- 
tition, as amended, the Commission 
therefore finds: 

La Gloria Corporation, petitioner 
herein, will not be a natural-gas com- 
pany within the meaning of the Nat- 
ural Gas Act by reason of engaging 
in the proposed operations, as set out 
above. 

Commissioner Olds dissenting. 
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Industrial Progress 


A digest of information on new construction by pri- 
vately managed utilities; similar information relating 


to government owned 


utilities; news concerning prod- 


ucts, supplies and services offered by — cturers; 
also notices of changes in personne 


Philadelphia Elec. to Spend 
$235,000,000 in 6-Year Plan 


P smavarnta Exectric ComMpPANy is plan- 
ning the expenditure during 1948 of 
$50,000,000 as part of its $235,000,000 six-year 
construction program to be completed in 1952. 

Capacity was increased during 1947 through 
various property additions including the first 
turbo-generator unit with a rated capacity of 
150,000 kilowatts opened in August at the 
Southwark station in southeast Philadelphia. 
A second unit with the same capacity was 
placed in operation recently. 

Scheduled new construction includes the in- 
stallation of two additional units at the Bar- 
badoes generating station, each having a rated 
capacity of 60,000 kilowatts, first of which 
is expected to be completed late this year and 
the second in 1949. Total cost of this addition 
is estimated at about $23,000,000. Total cost of 
the Southwark project involving two units is 
placed at about $55,000,000. Provision has been 
made for adding a third and fourth unit at 
Southwark as load growth requires. 

A new 165,000-kilowatt unit is planned at 
the Richmond station to be completed in 1950. 
Total cost would be $30,000,000. Other electric 
projects involve expenditure of $29,000,000 for 
other additions and improvements at generat- 
ing stations, including new capacity to be com- 
pleted by 1952; $33,000,000 for electric 
transmission developments ; $26,000,000 for 
additions and betterments to electric distribu- 
tion substations ; and $44,000,000 for other ad- 
ditions and improvements to the distribution 
system, 

During the six years, 1947-1952, Philadelphia 
Electric plans to spend $15,000,000 for gas pro- 
duction improvements and betterments includ- 
ing new holder-equipment required to utilize 
the new supply of natural gas, Additions and 
improvements for steam holding are estimated 
at $9,000,000, 


New Corporation Replaces 
Petroleum Eng. Industries 


Petro. _EUM- ENGINEERING CORPORATION is the 
formal name of the newly-formed organi- 
zation which will assume all work formerly 
handled by Petroleum Engineering Industries, 
Inc., 122 South Michigan Avenue, Chicago. 
Walter Headden Ogden, former general man- 
ager of the original company, has been named 
president and general manager of the new 
corporation. The main office address will re- 
main the same. 

In line with previous operations, Petroleum 


Mention the Fortnicuti.y—/t identifies 
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Engineering Corporation will continue to offer 
complete specialized engineering and construc- 
tion facilities for the planning and erection of 
all types of bulk or standby liquefied petroleum 
plants for industrial and public utility service, 
including all necessary plant equipment, 


Westinghouse Booklet Describes 
Better Methods Program 


UGGESTIONS for the power supplier in- 

terested in promoting the Better Methods 
Electric Program among 4-H club members 
are contained in a new 20-page booklet an- 
nounced by the Westinghouse Electric Cor- 
poration, 

The booklet gives a picture of what the 4-H 
Club work is, what the Better Methods Elec- 
tric Program is, and how a power supplier 
can develop activities tying in with the na- 
tional program. Each year the Westinghouse 
Educational Foundation gives six $200 
scholarships to national winners, 5-day trips to 
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"ARMOR ROD CLAMPS 


Made of special silicon aluminum 
alloy. Exceptionally high tensile 
strength and corrosion resistance. No. 
R-101 has pure copper liner in small 
groove. Large groove for #6 to 1/10 
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INDUSTRIAL PROGRESS—( Continued) 








MAXIMUM CONTACT 
provided by V-groove. 
Conductors protected by 
bevelled slot. 


PRECISION MADE, 
with rigid inspection. 
Smooth accurate threads 
assure maximum pressure 
— permanently main- 
tained. 


For taps, dead-ends, par- 
allel connections, etc., in 
any location. Can be fur- 
nished in bronze or alumi- 
num. Re-usable over and 
over. 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. Sold by Leading Wholesalers 


The COMPLETE Line of 
Conductor Fittings. 


PENN-UNION 


CONDUCTOR FITTING 





the Club Congress in Chicago to state winners, 
and additional awards to county winners. Con- 
test rules and procedures are outlined in the 
booklet. Already supported by about 150 pow- 
er suppliers, the program emphasizes work 
simplification, as well as farm and home elec- 
trification. 

The booklet tells how utilities and electric 
cooperatives, working in cooperation with state 
and county extension agents, can establish good 
community relations in their rural territories 
by serving the young people in a program in 
which they can all participate. 

A copy of “Electrical Farmers for Tomor- 
row” (B-4017) can be secured from the West- 
inghouse Electric Corporation, Box 868, Pitts- 
burgh, Pennsylvania. 


Louisiana Power Plans 
Expansion 


TOTAL of $18,200,000 will be spent by 

Louisiana Power & Light Company dur- 
ing the three years ending in 1950 on new con- 
struction. Of this total, $9,850,000 is estimated 
for 1948 and 1949. 

Extensions and additions are provided for 
the electric transmission system and to the 
electric and gas distribution systems. Also in- 
cluded is part of the installation cost of a 60,- 
000-kilowatt steam-electric generating unit for 
1951 operations. 


Gorman-Rupp Issues Bulletin on 
New Lightweight Pumps 


A MONEY-BACK guarantee of the best all- 
around pump performance is an outstand- 
ing feature of the new Gorman-Rupp 
four-page, two-color, bulletin 7LW-13, which 
pictures and describes the characteristics, per- 
formance and uses of the new Gorman-Rupp 
lightweight centrifugal self-priming pumps. 

Copies of the bulletin may be obtained by 
writing to The Gorman-Rupp Company, Mans- 
field, Ohio. 


Ohio Public Service 
Increasing Facilities 


H10 Pusiic Service COMPANY’S construc- 

tion expenditures for the year 1948 are 
estimated at $14,481,000, including $8,404,000 
for electric generating facilities. 

Plans have been made for installing a third 
generating unit of 100,000 kilowatt capacity in 
the R. E. Burger station and constructing a 
third 132,000-volt transmission:line from the 
station to a substation at Ashland, Ohio. 


A-C Bulletin 


Gus in the manufacture of an Allis- 
Chalmers surface condenser are pertinent- 
ly portrayed in a new 32-page bulletin, “Let's 
Watch A Condenser Being Built,” released 
by the company. 

Fabricating, fitting, welding, and machining 
of the condenser shell, forming and machining 
of the flanges, machining of the water boxes, 
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No other electric 
range offers so many 


features that mean amaiiili— 





on your 
power lines 


@ Only Presteline offers your customers for all the pots and pans a housewife 
a choice of four different top uses in meal preparation. Plus 
arrangements—including the child- handy rack for other kitchen tools. 


rotecting Safety Top shown here. 
, —— @ Only Presteline offers Automatic Presto 


@ Only Presteline offers the largest oven Deepwell-Pressure Cooker and 
of any nationally-advertised electric Wel-Com-Up that provides fourth 
range. Saves time and work by surface cooking unit. Optional. 
cooking larger meals in one operation. 

@ Only Presteline combines so many 
wanted features, such as automatic 
cooking at 3 points, 7-speed ThermOrod* 
surface units, push-button oven 

, pre-heating, super-speed oven 

®@ Only Presteline gives a storage elements, all-welded wrap-around steel 
compartment so large—plenty of room construction. 


heo 


ELECTRIC RANGES AND WATER HEATERS 
Products of PRESSED STEEL CAR COMPANY, INC., Since 1899 Makers of Fine Steel Products 
Domestic Appliance Division, 666 Lake Shore Drive, Chicago 11, Illinois 
#T. M. Reg. U. S. Pat. Off. Applied For 


@ Only Presteline has the Broil-R-Roaster 
with 3-position rack for all-over heat 
penetration that assures perfectly 
roasted and broiled meats. 
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INDUSTRIAL PROGRESS—( Continued) 


Ap! 





laying out the tube sheets and steady plates, 
drilling the tube sheets, tubing the condensers, 
rolling in and flaring the tubes, assembling the 
completed parts, and finally shipping the com- 
pleted unit—steps involving the use of millions 
of dollars worth of highly specialized equip- 
ment—all are shown in this “behind the scenes” 
story. 

Copies of the bulletin, 19B6784, are available 
upon request from Allis-Chalmers Mfg. Com- 
pany, Milwaukee 1, Wisconsin. 


$20,000,000 Program Planned 
By Tampa Electric 


A $20,000,000 construction program to be 
completed in 1950 has been undertaken by 
the Tampa Electric Company to meet increased 
demands for electric power in its territory. 
Largest item in the current program is a 
complete turbine generator unit and facilities 
at Hookers Point at a total cost of $5,800,000 
and expected to be in operation in 1950, A 
third unit for this station has been ordered, 
subject to cancellation, for installation in 1950. 


Wire. and Cable Catalog 


A 48-pacE illtistrated wire and cable catalog 

has been announced by A. L. Scaife, ad- 
vertising manager of the General Electric 
Company’s appliance & merchandise depart- 
ment. 


In the new catalog are listed all the G-E 
thermoplastic, braided and leaded building 
wires, BX cable, entrance cable, Braid X and 
PVX cables, as well as the complete line of 
Flamenol, neoprene, rubber, and braided cords 
and portables. Included, too, are Type C cord 
and the new shot-firing cords which have just 
been added to the company’s line. 


Driving Comfort Further 
Increased in 1948 GMCs 


penne new driver, comfort and conven- 

ience features in addition to the many intro- 
duced in 1947, are being offered on certain 
models of the 1948 GMC light and medium 
duty lines, the GMC Truck & Coach Division 
of General Motors announces. 

For 1948, all models of the FC-100 and 
FC-150 series, comprising units of 4,600 to 
5,800 pounds gross vehicle weight, have a new 
steering column gearshift, a newly-designed 
foot-operated parking brake, and a redesigned 
3-speed syncro-mesh transmission as standard 
equipment. Models of the FC-250 and FC-300 
designation and those of the FC, FF-350 series 
—in gross vehicle weight ranges of 8,800 to 
16,000 pounds—now have a completely new 4- 
speed syncro-mesh transmission which is also 
optionally available for the FC-100, 150 lines. 
When installed in these latter units, however, 
gearshift and parking brake levers are con- 
ventionally placed. 





WHY “BABY” BATTERIES? 
RAYTHEON RECTICHARGERS 


Keep Batteries Fully Charged, Reduce 
Maintenance to Infrequent Inspection 


Batteries behave better, live longer 
when Raytheon RECTICHARGERS 
take over. Fully automatic charging 
(no moving or expendable parts — no 


adjustments) keeps 


battery potential con- 

stant, increases battery 

life, insures unfailing power. 
Ideal for sub-station, stand-by 


and remote battery 


installations. 


Write for Complete Information 


RAYTHEON MANUFACTURING COMPANY 
-. COMMERCIAL PRODUCTS DIVISION + WALTHAM 54, MASS. — 
Electronic Equi deast Equipment, Tubes and Accessories 





“ Andustriol ond Commercial avipment, 8 


ic ei 
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ooo COMFORT 


New Dodge “‘Pilot-House” cabs give 
you nearly 200 square inches more 
windshield glass area than other 
standard truck cabs! Windshields 
and windows are higher and wider. 
Available are new rear quarter win- 
dows that add still more to vision, 
and to safety ... and vent wings on 


HANDLING 


You can turn these new “Job- 
Rated” trucks in much _ smaller 
circles. You can park or back up to 
loading docks with greater ease. 
This is due to a new type of steering 
design, with shorter wheelbases that 








[COnvENTONAL EFT TORN tn 


oe | 





NEW DODGE => 
Seb Raltd TRUCK . 
LEFT OR RIGHT TURN 


wa: 


~~ 











the door windows for controlled 
ventilation. And comfort? Well. . . 
new and better weight distribution, 
wider tread axles, longer springs and 
“*Air-O-Ride” seats give a marvelous 
new “cushioned ride.’’ So, take a 
ride in these new trucks—soon—for 
riding is believing! 


accommodate full-size bodies. You 
get much better weight distribution, 
too. Front axles have been moved 
back and engines forward, placing 
more of the engine, cab, body and 
load weight on the front axle. 


NEW 


DODGE 


ob Realed” 
TRUCKS 


FIT THE JOB...LAST LONGER 


IN ALL... 248 DIFFERENT “SjJob- Rated" MODELS 


Every unit of every one of the 248 models—from engine to 
rear axle—is “‘Job-Rated’”’ for economy, dependability, per- 
formance and long life. And remember . . . 


Only Dodge builds “Sob-Rated” trucks! 
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PUBLIC UTILITIES 
REPORTS 


The national reporting service, 
containing authentic decisions 
of commissions and. courts , 

; dealing with the problems of 
Annval Subscription 


utility regulation. Five vol. 
Price umes a year—$7.50 each. 
$43.50 Annval Index—$6. 


——$—$——___ 


P. UV. R. 
PUBLICATIONS AND SERVICES 


Essential to those interested in the public utility 
industries, their regulation and allied topics. 


PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 





and news, conducted as an 

open forum and containing 

discussions of firing-line prob- : 
lems; also summaries, anoly- $15 
ses and explanations of day- Twenty-Six 


to-day developments. Issues @ Year 








P.U.R. 


Cumulative 


DIGEST 


The only complete and avthorita- 
tive encyclopedia of Public Service 
$162.50 law and Regulation. A life-time 
With Current Digest.; kept up-to-date by annual 
Pocket Parts supplements. 





P.U.R. EXECUTIVE 
Information 
Service 
A Weekly Letter from the Na- 
tion's Capital, highlighting im- 
portant happenings, trends and 


policies. Reading- time: 20 
minutes. 





$12.50 
Quarterly 

















SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issued 
twice each month. 





$25 Quarterly 


FEDERAL UTILITY REGULATION ANNOTATED 
Current Services 





FPC 


A brief and pointed digest of 

the administrative rulings of 

the Federt! Power Commission 

under the Federal Power Act 

and the Natural Gas Act. Is- 
/ sued once each month. 





$36 Annually 








FEDERAL UTILITY RE 
VOL. 1 (SEC) 





Price: $12 


A complete annotation of the 
Public Utility Holding Company 
Act, with the Commission's rules 
and regulations, full index and 
periodical upkeep supplements. 


GULATION ANNOTATED 
VOL. 2 (FPC) 


A complete annotation of the 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
mission's rules and regulations, 
full index and periodical up- 
keep supplements. 





Price: $ 15.50 








 P.ULR. 
Question Sheets 
Twenty-Six Issues Annually $10 











Ten brief questions on up-to-date 
problems, answered by the commis- 
sions and courts. An easy way fora 
busy man to keep informed on current 
utility regulation. 








Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, inc. 


MUNSEY BUILDING 


PUBLISHERS 


WASHINGTON 4, D. C. 
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MERCOID AUTOMATIC CONTROLS HAVE 
WHAT EXPERIENCED ENGINEERS WANT 


. ASSURE POSITIVE SAFETY—the prime purpose of a control. 
. BUILT FOR YEARS OF DEPENDABLE PERFORMANCE—an economical feature. * 
. SIMPLIFIED FOR EASE OF INSTALLATION—appreciated by the trade. 

. CONVENIENT FACILITIES FOR MAKING UNDERSTANDABLE ADJUST- 


MENTS - no time /ost in calculating or guesswork. 


. THE ONLY 100% MERCURY SWITCH EQUIPPED CONTROL LINE—a// “makes” 


and “‘breaks”’ in the electrical circuit are hermetically sealed, therefore immune to dust, 


ee ee ee wee @ 


cee 


dirt corrosion, open arcing, pitting, or sticking of contacts—common causes of contact + 


trouble. Mercoid switches provide an electrical contact that will give millions of perfect 
operations over a long period of time. 


If you have a control problem involving the automatic 
control of pressure, temperature, liquid level, mechan- 
ical operations, etc., it will pay you to consult 
Mercoid's engineering staff—always at your service. 


Catalog sent upon request 


THE MERCOID CORPORATION, 4201 BELMONT AVENUE, CHICAGO 41, ILLINOIS 
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Skyrocketing upkeep costs were throwing 
Mr. Higby’s budget out of kilter. Floor 
care alone took $60,000 in wax and work 
each year. Yet floors looked poorly . . . and 
were always slick. Accidents, and their 
costs, added to his mounting troubles. 





Is there an “out? Mr. Higby found the answer in How to save $19,000 It was easy once out-dated 
the interesting Legge book. It told of “sacred cows” in ideas were routed out. A Legge expert developed a 
floor upkeep...and how they ran up costs. His was scientific oor program that gave bright-looking, Non- 
there, too—old-fashioned maintenance methods. Slip floors. Costly accidents stopped. And costs per yea 


tumbled $19,000, 


A 10-minute reading 
of this book may show 
you how to save much. 
So send for it, without 
obligation. Clip the 
coupon to your letter- 
head and mail. 


FREE! THIS BOOK MAY ANSWER YOUR 
$64 QUESTION 


Maintaining floors often costs more than you suspect. If you're 
spending too much, out-dated “sacred cows” and “hidden” items 
are probably to blame. How to spot them and avoid them is the 
theme of our booklet, “Mr. Higby Learned about Floor Safety 
the Hard Way.” 

This revealing book also tells how a Legge floor technician 
tailors a modern program to your 
needs that gives bright-looking, 
Non-Slip floors at savings up to 
50%. 






WALTER G. LEGGE CO., INC. 

11 West 42nd St., New York 18, N.¥ | 
Hy 360 N. Michigan Ave., Chicago |, Ill | 
Gentlemen: 

Please send me your free book, “Mm. 
Higby Learned About Floor Sofety the | 
Hord Woy.” 


Signed 
“On 
WALTER G. LEGGE COMPANY, INC. | ‘pecs 



























Type of Floor 

New York * Boston * St.lovis + Chicago + Ft.Worth * Seottle * Cleveland 

los Angeles * Woshington,D.C. * Denver + Rochester * Pittsburgh * Detroit Aree sq. ft. 7e J 
—_—_——_— — — <—_— << << << «= =< 
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ASSURE MAXIMUM 
USABILITY AND 
ECONOMY 


Built into every CLEVELAND 
are those characteristics that 
assure speed, strength, ver- 
satility, mobility, power and 
maneuverability. This means 
that you can depend upon 
them absolutely to deliver 
maximum trench footage in 
all types of soil and terrain— 
whether the job is for gas, gas- 
oline, oil, water, sewer, con- 
duit, drainage or irrigation. 


~< 1 
ant 


z= 


Carr CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE © CLEVELAND 17, OHIO 


Se ee, 
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NOW AVAILABLE! 


‘LIMITED EDITION! PROCEEDINGS 


1947 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 











Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 










Review of Current Telephone Rate Cases — An Analysis of the Capital Structure 
of Electric Utilities — Carload Traffic Studies — Progress in Regulation of Public 
Utilities — Corporate Finance — Warehouse Regulation — Motor Carrier Revenue 
and Rates — Rates of Public Utilities — Telephone Studies — Legislation 


These and others 88.50 


COMMITTEE REPORTS AND ADDRESSES SEPARATELY PRINTED AND OTHER 
» PUBLICATIONS OF THE NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 













Telephone Separation Manual: 
This manual is the result of studies of the NARUC and FCC Joint Committee and develops 
a system of procedures providing for allocating telephone operating expenses and invest- 
ment among exchange, state toll, and interstate toll service on both the board-to-board and 
station-to-station bases of rate making. (This manual is not included in the volume of 
Proceedings above referred to) .................2000055 ppp meme er ry tet * WE Bt: $2.00 
Rates of Public Utilities (1947 Committee Report) .................0. cee eens 75 










Depreciation: 
(1946) Methods of Pricing Retirements from Group Property Accounts .................. $1.25 
1944 Report of the Committee on Depreciation (Supplement to 1943 Report) ............ 1.25 






1943 Report of the Committee on Depreciation (277 pages) ...................e.ec eee 







Interpretations of Uniform System of Accounts for Electric Utilities ............. 
interpretations of Uniform System of Accounts for Gas Utilities ................ 1.50 
interpretations of Uniform System of Accounts for Water Utilities .............. 








(Where remittance accompanies order we pay forwarding charges! 










NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BLDG. WASHINGTON 25, D. C. 











Tune in . 
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Ideally Fitted 
| FOR EVERY UTILITY JOB 


International Truck preference in the utility field 
results from these 3 positive International Truck 
Values: 




























1. The International Truck Line is the most com- 
plete line built. That means there is an International 
Truck of the right type and size for every utility job. 






2.International Trucks are Performance-Co-Ordi- 
nated. That means that engines, transmissions, axles 











3- and all other components are co-ordinated to the 
d particular work each International is to do. 

n 3. And Internationals are Load-Co-Ordinated. That 

means that when load-capacity is a factor, the truck 

operator is told how much load is practicable for 

his trucks on his jobs. International Load-Co-Ordi- 

‘| nation is based on the International Truck Point 

ic Rating System—an exclusive International service. 

ie Your International Truck Dealer or Branch will 






furnish complete details about Internationals to do 
your work -best at lowest cost. See your Dealer or 
Branch promptly. 









Motor Truck Division 
INTERNATIONAL HARVESTER COMPANY 
Chicago 1, Illinois 

& 














{ 


j i : Coe S, 


1s | 4 





oh Chey, 
Tune in James Melton on “Harvest of Stars.’ CBS Wednesday Night.&. fe oe 


INTERNATIONAL ‘Trucks 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 







Public Utilities Fortnightly 





PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 














Tare American Arppraisat Company 
ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 


ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 
Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








Fe Ford, Bacon & Davis 


Bad VALUATIONS Fn ; CONSTRUCTION 
REPORTS Gineers RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO e LOS ANGELES 











GILBERT ASSOCIATES, Inc. 


SPECIALISTS 


Siemans, den POWER ENGINEERING SINCE 1906 5. .sing and Expediting, 


Steam, Electric, Gas, Hydro, 
Designs and Construction, : shsa2 : Rates, Research, Reports, 
Serving Utilities and Industrials Sctcames tetesiben 


Operating Betterments, 
Inspections and Surveys, Reading e Philadelphia Original Cost Accounting, 


Feed Water Treatment. Washington New York Accident Prevention. 
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FREDERIC R. HARRIS, INC. 

FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 











HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° + COLUMBUS, OHIO 





Sue Kou lj an / 


ENGINEERS ay i” CONSTRUCTORS 


1518 Walnut Street, © Philadelphia Pa 


New York 6 : Washington 5 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 











LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 














N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway . New York 





(Professional Directory Continued on Next Page) 
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Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 





231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 








Ds Complete Services for GAS and ELECTRIC Utilities 


DESIGNING ¢ ENGINEERING « CONSTRUCTION 
PIPING * EQUIPMENT « SURVEYS ¢ PLANS 





Complete Piants, Additions or Installations .. . ie -_ 
every detail geared to more profitable operation. ENGINEERS « CONSTRUCTORS * MANUFACTURERS 


_ FIDELITY BUILDING, KANSAS CITY 6, MISSOURI 


See Sweets Files, Refinery Catalog, etc., for details 





SANDERSON & PORTER 


ENGINEERS 
AND 


CONSTRUCTORS 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Ill. 








E. A. STEINBERGER 


Consulting Valuation Accountant and Engineer 
Depreciation Studies, Original Cost Accounting, 
Valuations and Unitization of Gas Properties. 
Member 
The National Society of Professional Engineers and The Technical Valuation Society, Inc. 
1309 Liberty Bank Building Dallas 1, Texes 











The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—A ppraisals. 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 


_—— 


— 


1528 


dl 


4706 
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ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 


Sewage and Industrial Waste Problems 
Airhelds, Refuse Incinerators, Industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


1528 WALNUT STREET PHILADELPHIA 2 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSaLie St., CHicaco 











BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals, investigations and_ re- 
ports, design and supervision of con- 


struction of Public Utility Properties 
4706 BROADWAY KANSAS CITY, MO. 


ROBERT T. REGESTER 


Consulting Engineer 


HypravuLic SqRucTURES — UTILITIES 
FLoop Controt — WATER Works 


Baltimore Life Bldg. Baltimore 1, Md. 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELEctric Co. 


Contractors 


TRANSMISSION LINES—UNDERGROUND DISTRI- 
BUTION — PowER STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SouTH DEARBORN St. CHICAGO 











W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











Francis S. HABERLY 
CONSULTING ENGINEER 


Valuation — Depreciation — Service Life 
Studies "— Construction Cost Indexes — 
Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


MANFRED K. TOEPPEN 
ENGINEER 


CoNSULTATION—INVESTIGATION—REPORTS 
MARKET AND MANAGEMENT SURVEYS 
VALUATION, DEPRECIATION AND RATE 

MATTERS 
639 South Spring Street, Los Angeles 14, Calif. 


26! Broadway, New York 7, N. Y. 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 


WESTCOTT & MAPES, inc 


ARCHITECTS & ENGINEERS 


INVESTIGATIONS ¢ REPORTS 
DESIGN ¢ SUPERVISION 


New Haven, Connecticut 
























JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
30? Munsey Building 
Washington 4, D. C. 
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THE ONLY VERTICAL BOOM DITCHER 


[ 





digs clean—leaves no ramp « discharges on either side 


Here's an exclusive ditcher feature that saves 
a lot of hand labor. The Barber-Greene's verti- 
cal boom digs straight down, right up to walks, 
foundations, underground piping and mains, 
etc. There's no ramp to run up digging costs. 


“kick out" 
buckets, traveling at high rate of speed, cut like 


Closely spaced, self-cleaning 
. leave a clean-walled 
trench. It's this efficient operating principle that 


gets the B-G Ditcher through materials as tough 


GREE WN 
a 


a milling machine . . 





LOADERS PERMANENT CONVEYORS PORTABLE CONVE yors 


shpat 
i 


hed 
COAL MACHINES 


MPA 
ny 


as coral rock — down to 8 feet, 3 inches; widths 
up to 24 inches. Feeding speeds range from 10 
inches to 8 feet per minute. 

An adjustable spoils conveyor discharges on 
either side, and the automatic overload release 
protects both the machine and hidden objects. 


Find out how this compact, maneuverable, 
easily controlled unit can keep your trenching 
costs down .. . and what varied work it will 


perform. 


ILLINOIS 





BITUMINOUS PLANTS 


FINISHERS OITCHERS 















